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Professional Notes 


Commonwealth Investment 


Ie MOST IMPORTANT DISCUSSIONS IN THE RECENT COMMONWEALTH ECONOMIC 
Conference were doubtless those upon the convertibility of sterling. But the 
“mmuniqué published at the end of the meetings had little to say on this central 
subject, merely affirming that the Conference agreed that the goal of convertibility 
should be reached by “ progressive stages.”” One is left to surmise that the British 
Government will now have equally well-guarded conversations with European 
‘ountries and the U.S.A. and that, in particular, the support that the U.S.A. will 
lend to a floating cover for sterling freed in the hands of non-residents, if not 
"sidents—pbut at a fixed or variable rate ?—will be a decisive factor. 

If convertibility was the most important subject under discussion—while both 
Imperial Preference and commodity agreements were topics upon which hardly 
anything was achieved—the most positive results appear to have emerged in 


* sar of the Commonwealth to the thesis that investment plans should be 
om by the need to protect the balance of payments of the sterling area and 
‘ould he aimed in the overseas countries mainly at increasing their production of 


94160 


the field of development policy. It is certainly a major success to have obtained the - 


food and agricultural products and 


minerals. There was the inevitable 
caveat that some other investment must 
continue, but it was generally appreci- 
ated that the outstanding need is for 
the Dominions and colonies to expand 
their output of primary products, and 
to turn away from the promotion of 
secondary manufacturing industries. 
It was also agreed that the United 
Kingdom’s own investment must be 
predominantly in engineering industries 
—that this is a salient economic 
necessity of the times makes its general 
recognition no less commendable. 
This country must be the main 
source of funds for the required 
development in the Commonwealth 
oversea, as the Conference emphasised. 
The formation under strong auspices of 
a new finance company in the City 
of London—announced at the end of 
the proceedings—is an earnest of the 
intention of the United Kingdom to 
fulfil this role as chief provider of 
capital. But the creation of a new 
institution is not enough. Capital 
cannot be lent abroad unless savings 
are being made at home in sufficient 
volume to allow it, and unless a large 
enough favourable balance of payments 
on current account is created to carry 
it. In the recent past we have invested 
in the Commonwealth some £150 
million to £200 million a year. Only 
the excess over this amount is to be 
made subject to the new criterion that 
its investment must serve the economic 
viability of the sterling area, but if that 
excess is to be significantly large we 
have a most formidable task before us. 


Bonus Shares 
Companies proposing to issue bonus 
shares are often in doubt whether the 
scheme will have to be approved at 
a separate meeting of shareholders of a 
particular class. Two recent decisions 
show how difficult this question may be. 
It is clear that the exact provisions of 
the articles must be considered in each 
case. In Re John Smiths Tadcaster Brewery 
Co., Lid. (1952, 2 A.E.R. 751), Mr. 
Justice Danckwerts held that a separate 
meeting of preference shareholders was 
necessary to sanction a proposed issue 
of bonus shares to ordinary share- 
holders. The voting rights of the 
preference shareholders would not be 
“ modified ” or “ varied *’ by the issue, 
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for they would still have one vote for 
every share, but their rights would be 
* affected” because the introduction 
of more voters would make the existing 
votes less valuable. In the case of the 
Bristol Aeroplane Co., Lid., reported in 
The Times of December 12, 1952, the 
Court of Appeal overruled another 
decision of the same learned Judge and 
held that no separate meeting was 
necessary. The Court did not suggest 
that the decision in the Tadcaster 
Brewery case was wrong but said that the 
articles of that company differed 
appreciably from those of the Bristol 
Aeroplane Co. 

It does not seem possible in the 
present state of the law to lay down 
any simple, guiding principle for 
companies in future cases, but the point 
should certainly be considered when 
an opportunity arises of altering the 
articles. 


Accountancy Work for Govern- 

ment Departments 
The Secretary of the Society of Incor- 
porated Accountants announces that 
agreement has been reached with Her 
Majesty’s Treasury in regard to a 
revised scale of charges (to come into 
force retrospectively from April 1, 1952) 
for accountancy work carried out for 
Government Departments. Details will 
be sent to members concerned on 
request. 


Tapping New Sources of Investible 
Funds ? 


The insistence of the Commonwealth 
Economic Conference that countries 


QA New VBear Message 


On behalf of the Council of the 
Society I am privileged to send 
warm greetings to Incorporated 
Accountants everywhere and 
especially those who may be far 
away. May all prosper exceed- 
ingly, upholding in the New Year 
the finest traditions of the 
profession in 

achievement. 
C. Percy BARROWCLIFF, 
President. 


service and 


in the sterling area “* should themselves 
adopt policies which increase the flow 
of savings ”’ has received added point 
from suggestions put forward by Lord 
Piercy, the chairman of Industrial and 
Commercial Finance Corporation, and by 
the corporation’s general manager, 
Mr. J. R. Kinross, that specialised 
institutions should be set up in the 
United Kingdom to stimulate the 
supply of finance for industry. Lord 
Piercy dealt with the specific problem 
of the financing of private companies 
now that death duties make it increas- 
ingly onerous for a family group to 
retain the shares in a private company. 
Mr. Kinross argued that “ provided 
suitable machinery could be created, 
equity investment for the masses could 
be popularised over a period and an 
entirely new volume of saving created.” 

Lord Piercy reasoned that although 
shares in selected private companies 
could offer a sound investment the 
flotation of public companies to secure 
the marketability. of these shares was 
not a remedy that could be generally 
applied. Investment trusts and insur- 
ance companies could take only a 
fraction of these unquoted shares into 
their portfolios. Lord Piercy then 
added that he thought that the shares 
of such companies, or indeed of the 
smaller quoted companies, were not 
suitable individual holdings for private 
persons of moderate means. To pro- 
vide an outlet for these unquoted 
shares, Lord Piercy suggested that a 
specialised institution should be set up 
to invest in them. This institution 
“could, and naturally would, select; 
and it would go for safety combined 
with a good return.” Lord Piercy 
envisaged this institution as “ a reliable, 
sedentary and neutral holder ’’—a 
sleeping partner, as it were, in selected 
private companies. 

Under Mr. Kinross’s more ambitious 
scheme, equity shares with a par value 
of one penny each would be. sold 
directly to the public through a special- 
ised agency. The aim would be to 
make these “ penny equities ” available 
to the public “ just as easily as a post- 
age stamp or a packet of cigarettes.” 
Mr. Kinross envisaged a non-profit- 
making trust buying and selling equity 
shares in a selected group of companies 


at a low par value: it would operate 


through the agency of the joint stock 
banks. It would, for example, buy 100 


5s. ordinary shares in XYZ company 
at a net market price of 40s. each; from 
this holding it would create 6,000 14 
units, and it would sell these penm 
shares at 84d. each, the extra halfpenny 
being the loading charge out of which 
the trust would have to meet jt 
expenses. Buyers of these penny unit 
would be given a share book which 
would constitute evidence of title ; jj 
transactions would be entered jnt 
these books and the books would be 
sent to the trust at stated intervals fo 
the entry of the dividends. Initialh 
the public companies concerned could 
issue new capital to the trust—perhap, 
24 per cent. of their issued capital 
but Mr. Kinross saw no reason why 
the trust should not afterwards go into 
the established stock markets. The 
trust would quote a daily selling and 
buying price in each of the penny equit- 
ies—the “turn” should cover its 
expenses—and although it would there- 
fore be a day behind in covering itself, 
Mr. Kinross believed that on balance 
losses would be offset by profits. 

If a “penny equities” trust were 
formed it might indeed help to direct a 
new stream of small savings directly 
into risk capital; but clearly a great 
deal of thinking and discussion will 
have to take place before any body 
with these specialised functions can be 
set up. But both Lord Piercy and Mr. 
Kinross will have done an inestimable 
service if their suggestions encourage 
fresh thinking on the question of new 
sources of finance for industry. 


Direct Payment of National 

Insurance Contributions 
A well-attended discussion meeting of 
the Office Management Association recent) 
showed considerable interest in the 
possibility of extending and _ simpli 
fying the scheme for direct payment of 
National Insurance contributions. This 
is the procedure (noted in our issues o! 
January, 1952, page 3, and October, 
page 326) by which large employes 
can obtain a permit to dispense with 
the use of National Insurance stamps 
and, instead, to pay contributions by 
cheque to the Ministry of National 
Insurance. They are required to send 
quarterly schedules and financial statt- 
ments, and to enter relevant informs 
tion on each employee’s card when its 
due for exchange or when the holder 
leaves their employment. 
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Two representatives of the Ministry 
attended the meeting. The principal 
speaker was Mr. R. Robertson, of 
Imperial Chemical Industries, Ltd., who 
was one of the pioneers in negotiating 
the introduction of the scheme in 1948 
and applying it throughout his com- 
pany’s organisation. Mr. Robertson 
vave a Clear description of the pro- 
cedure and its advantages : it resulted 
ina saving of more than 50 per cent. in 
otal effort, and was especially valuable 
from the security aspect, as no stock of 
stamps needed to be held. 

So far, said Mr. Robertson, only a 
ew hundred concerns were using the 
scheme, which was at present restricted 
to those with at least 1,000 employees. 
Looking to the future, he hoped it 
would be found possible (a) to offer its 
facilities to all employers and to 
}) simplify the procedure by abolishing 
cards. He suggested an analogy with 
P.A.Y.E. Income tax deductions were 
much larger in amount and constantly 
fuctuating: surely the procedure used 
could be adopted for National Insur- 
ance. Persons leaving the employer’s 
service could have a certificate similar 
to the P.45 form—perhaps the two 
could even be combined. 

The meeting was for discussion only 
and no formal resolution was passed, 
but the large number of speakers 
showed that there was general sym- 
pathy with both Mr. Robertson’s sug- 
gestions. Some wanted the direct pay- 
ment system to be made compulsory 
fr all employers, irrespective of the 
size of their pay-rolls. The use of cards 
was defended only by the representa- 
tives of the Ministry of National 
Insurance, who explained that they 
were a standard form of each indi- 
vidual’s personal contribution record; 
that complications would arise from 
new employees and those leaving, 
especially by transfers to and from the 
vlf-employed class; and that history 
and tradition supported the use of 
cards, to which the population was 
accustomed. The chairman and other 
speakers felt that these points would be 
of much less substance when direct 
payments were more widely adopted. 

The Ministry representatives said 
the question of reducing the present 
minimum of 1,000 employees was under 
consideration. The feeling of the meet- 
ig on this point was clearly shown 
when the chairman proposed that the 


Association might be able to make 
representations on behalf of the smaller 
concerns anxious to give the scheme a 
trial: well over half those present 
showed their agreement. 


New Qualification in Management 
Accountancy— 
The Institute of Costs and Works 
Accountants announced rather more 
than a year ago (see ACCOUNTANCY 
for November, 1951, page 405) that 
it was to introduce a new qualifica- 
tion, its Fellowship in Management 
Accountancy. The Institute has now 
published particulars of the Fellowship. 

The qualifying examination is a 
comprehensive one. It covers Manage- 
ment—Factory and Distribution ; Statis- 
tical Method ; Advanced Cost Accountancy 
(3 papers) ; Company Law; Manage- 
ment Accountancy ; and Economic Aspects 
of Industry and Commerce. Exemptions in 
certain of these subjects are to be 
granted to members of specified accoun- 
tancy bodies, however, according to 
the syllabus of their’ own qualifying 
examination. The bodies in question 
are the Institute of Cost and Works 
Accountants itself, the Institute of 
Chartered Accountants of Scotland, the 
Institute of Chartered Accountants in 
England and Wales, the Society of 
Incorporated Accountants, the Institute 
of Chartered Accountants in Ireland, 
the Association of Certified and Cor- 
porate Accountants, the Institute of 
Municipal Treasurers and Accountants 
and certain overseas bodies of accoun- 
tants. The first examination is to be in 
December next and annually in June 
thereafter. 

Those sitting for the examination are 
required to be at least twenty-five years 
of age and to have had not less 
than three years’ practical experience of 
cost accountancy. Before receiving the 
Fellowship of the Institute, the candi- 
date must have passed the examination; 
must be at least twenty-six years old; 
must have had not less than five years’ 
experience, either in a_ responsible 
position in management accountancy 
or as a practising consultant; and must 
be engaged, at the time of application, 
in a responsible position in *manage- 


ment accountancy, or must be a prac- 


ti.ing consukant. 


—lIs it Really Necessary ? 
The] Institute observes, as a reason 


for the introduction of yet another 
accountancy qualification, that “ in 
industry today both the financial 
accountant and the cost accountant 
tend to be biased in their approaches to 
accountancy problems.” We have 
some doubts whether this is really so, 
at ieast so far as the “ financial accoun- 
tant ’’ is concerned. The many recruits 
into industry from professional prac- 
tice or the service of practitioners seem 
not only to perform their job in indus- 
try well, but also, we would suggest, do 
it the better for their exhaustive study 
of financial accounting—a study which, 
however, as in the examinations of 
the Society, does not exclude a 
training in cost accounting or econo- 
mics. No doubt it is a subject for debate, 
but we should be inclined to argue that 
financial accounting remains the best 
grounding—if not the only satisfactory 
one—for the highly skilled accountant 
in industry. Similarly, speaking again 
for ourselves alone, we would join issue 
with the Institute when it states that 
“there are a number of excellent 
accountancy qualifications that exist 
today . .. but none requires a course of 
studies and a minimum of practical 
experience that will fully equip a man 
for the highest responsibilities now 
confronting the accountant in indus- 
try.” To our mind, those responsibili- 
ties are most satisfactorily discharged by 
an accountant whose qualification has 
been mainly in professional accoun- 
tancy, with with a judicious admixture 
of theoretical industrial accountancy, 
and who then receives his further train- 
ing in the industrial applications of his 
expertise within industry itself. It is a 
moot point whether the passing, at 
a quite advanced age, of an addi- 
tional examination on those applications 
—which in very considerable degree 
are necessarily specific to particu- 
lar industries—is of great advantage. 
But the point will doubtless be cleared 
up by experience of the new Fellowship 
in practice during the coming years. 


Thirty Questions 
In a paper entitled Office Efficiency— 
Management Objectives, which he pre- 
sented to the British Institute of Man- 
agement at its recent conference in 
Harrogate, Mr. A. Bradley set out a 
list of searching questions which many 
accountants in industry could, with 
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advantage, address to themselves. Here 


is the list: 


Does your Finance Department: 
keep proper control over cash and other 
securities ? 
bank cheques and cash immediately? 
issue invoices to customers as soon as goods 
are despatched ? 
issue statements of account promptly after 
the end of each month? 
allow certain customers credit which is 
excessive in time or money? 
analyse outstanding debts to show those 
exceeding, say, one, two or three months? 
pay your suppliers’ accounts promptly? (A 
supplier may not complain of delay in pay- 
ment, but may nevertheless report to his 
other business contacts that your organisation 
is slow in paying.) 
record incoming invoices so that what is 
outstanding in time and money may be 
quickly ascertained? (If queries have to be 
settled on a supplier’s account or deliveries, 
it is sometimes preferable for these to be 
handled separately, so that the routine of 
paying approved accounts may proceed 
without delay.) 
receive up-to-date information on market 
trends, the financial status of customers, and 
the economic conditions in any foreign 
country with which you deal? 
keep up-to-date costs for all your products, 
and information showing the future trend of 
costs? 


Does your Purchase Department: 
deal with suppliers’ letters and visiting sales- 
men in the same courteous manner as your 
sales staff deal with customers? 
know which purchases result, on selling, in 
complaints from customers? 
commit the firm for too long ahead, or for 
too much in value? 
keep records enabling you to ascertain at any 
time the total commitments outstanding in 
time and money? 
Is prompt attention given to vehicles deliver- 
ing goods at your works or warehouse? An 
unfavourable impression made on_ the 
driver is not likely to go unpublicised.) 


Stock Control: 
Do your records enable the approximate 
ratio of total stock to sales to be ascertained 
quickly? 
Do you know when the stock of any item is 
excessive in relation to sales? 
Is all stock kept in good condition? 
Are excessive stocks held of sundry articles 
for office use, such as stationery? 


Does your Sales Department: 

provide adequate statistics of sales and stocks 
of your products? (Maybe you are selling 
too many different products, and should con- 
centrate on those with most popular appeal.) 
know the types of complaints, if any, made 
by your customers, and establish adequate 
methods of dealing with each? 

adhere to delivery promises made to cus- 
tomer? 

possess up-to-date information on the price, 
quality and delivery of your competitors’ 
goods? 


Does your Personnel Department: 
keep records showing employees’ qualifica- 
tions, education, and whether they are study- 
ing technical or professional subjects? 
arrange records so that it is possible to ascer- 
tain at any time which employees have 
specific qualifications ? 
tabulate records chronologically to show 
which employees will be retiring in a few 
years, so that suitable deputies may be 
trained ? 
see that employees understand how the 
various welfare policies of the company 
benefit them? 
encourage new employees by letting them 
see something of your organisation generally? 
encourage punctual and regular attendance? 
give employees reasonable opportunity of 
ventilating complaints? 


Course on Taxation, 
September 1953 
The Society of Incorporated Accoun- 
tants has made arrangements for 
a course to be held at Cambridge 
University from September 17-22. 
The course will concentrate on taxa- 
tion subjects and the provisional 
programme of papers and addresses is 
set out below: 
The structure of companies and _ its 
effects on taxation. 
Estate duty and unquoted shares. 
Statutory and non-statutory reliefs. 
Appellate procedure. 
The nature and purpose of direct 
taxation. 
The Finance Act, 1953. 
The taxation provisions applicable to 
groups of companies. 
The detailed programme, including the 
names of speakers, will be announced 
later. Provisional application to attend 
the course should be sent to the Secre- 
tary of the Society. 


Companies in Liquidation—Interest 
Rates 
The Treasury has made the Companies 
Liquidation Account (Interest) Order, 
1952, and the Companies Winding-up 
(Floating Charges) Order, 1952. These 
have been published as S.I. Nos. 1864 
and 1865. (Her Majesty’s Stationery 
Office, price 2d. each net.) , 
The new orders revoke orders with 
similar titles issued in 1949. 
Section 362 (4) of the Companies 
Act, 1948, provides that : 
When the balance at the credit of any 
company’s account in the hands of the 
Board of Trade exceeds £2,000, and the 
liquidator gives notice to the Board that 
the excess is not required for the purposes 
of the liquidation, the company shall be 
entitled to interest on the excess at the 


rate of 2 per cent. per annum or suc 
other rate as may for the time being be 
prescribed by order of the Treasury, 


A rate of 1 per cent. was prescribed jn 
1949 ; this now reverts to 2 per cent, 
There is a similar reversion from 4 
per cent. to 5 per cent. per annum in the 
rate of interest under Section 322 (1) 
which provides that a floating charge 
shall under certain conditions be jp. 
valid except to the amount of any cash 
paid to the company in consideration 
of the charge, together with interest on 
that amount. 


SHORTER NOTES 


Postponement of New Rating 
Valuations 

An Order under the New Valuation Lists 
(Postponement) Act, 1952, postpones for 
two years the dates for the making 
and coming into force of the first and sub- 
sequent valuation lists under the Local 
Government Act, 1948. 


Inquiry into Trade Practices 
The Monopolies Commission, which so far 
has investigated individual industries “ ver- 
tically,” is now to examine certain restrictive 
trade practices “ horizontally,” that is, in 
industry generally. The practices concerned 
are exclusively dealing and boycotts, when 
operated by collective agreements, which 
need not be legal ones. Such agreements 
usually involve discrimination in favour of 
vt against particular groups—on rebates, 
trade terms, supplies, special prices and so 
on. The Commission invites those who are 
affected by such practices, or who operate 
them, to submit evidence. 


Companies Liquidation Account— 
Fees 

The fee payable on withdrawals of undis- 
tributed funds from the Companies Liquida- 
tion Account is reduced from gd. to 144. 
in the £ on any excess over £5,000, and the 
maximum fee is fixed at £500. These 
changes are made in the Companies (Board 
of Trade) Fees Order, 1952 (Statutory 
Instrument No. 2117 (L.16) of 1952), price 
2d. from Her Majesty’s Stationery Office. 
The fee on withdrawals of unclaimed 
dividends is unchanged. 


End of Controlled Secondhand Prices 
An Order of the Board of Trade removes 
price control from secondhand goods 4s 
from December 15. The Order is the Second- 
hand Goods (Maximum Prices and Records 
Revocation Order, 1952 (Statutory Instru- 
ment No. 2126 of 1952), obtainable from 
Her Majesty’s Stationery Office, price 2d. 
net. 
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all parts of the world. The price of a single copy is 25., postage extra. 
communications to be addressed to the Editor, Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, W’.C.2. 
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WHEN LAST MARCH THE GOVERNMENT 


on. Lists Piegene : 
nes for @ ‘fused to give its support to Sir John 
making § Barlow’s private member’s Bill to 
nd sub-M yermit shares of no par value, the 


Lec Parliamentary Secretary to the Board 


of Trade, Mr. Henry Strauss, never- 
theless accepted the theoretical case 
ae far ior the reform, with some qualifications 
ver. fy see ACCOUNTANCY, April 1952, page 
trictive | 23): He considered that the issue was 
t is, in jy ¢ complicated one, which would have 
cerned § (0 be investigated by an expert inquiry 
, when § before any changes in the law could be 
which @ made. It seemed then that it would 
ements # be a long time before the increasing 
your of @ number of advocates of the N.P.V. 
—_ hare would have the opportunity of 
re ° @ wain presenting before a Government 
oO are ° . 
yperate fg ommittee the case which the Cohen 
Committee on Company Law Amend- 
ment had so decisively rejected in 1945, 
ior Mr. Henry Strauss gave no indica- 
tion that the Government would set in 
motion the official inquiry which it 
regarded as the pre-condition of any 
reform. 
ae It appears, however, that the 
continuing and growing interest in 
the N.P.V. share has brought about 
achange of opinion in the Government, 
ior there was appointed last month a 
committee, under the chairmanship of 
Mr. Montagu L. Gedge, Q.c., with 
these terms of reference : 


To consider whether it is desirable to 
amend the Companies Act, 1948, so as 
to permit the issue of shares of no par 
value; and, if so, to consider and report 
what amendments in the Act should be 
made for this purpose. having regard to 
the need for safeguards for investors and 
for the public interest. 


Shares of No Par Value ? 


The advantages of the N.P.V. share 
have become much more evident since 
the Cohen Committee decided that 
although there was much logic in its 
favour the public demand for it was 
insufficient. The nominal value of 
many shares is now so completely 
different from capital employed that it 
indeed seems that there is nothing to be 
gained from their having a nominal 
value at all. To cling to the concept of 
nominal value is, in the great majority 
of instances, to fasten popular attention 
upon a figure which is only a fraction 
of the shareholder’s true stake in his 
company—a stake usually much en- 
larged by the placing of past profits to 
reserve. It would aid understanding if 
usage and practice in company finance 
brought out the importance not of the 
nominal capital but of the figure 


representing nominal capital plus 
reserves, that is, the capital 
employed. 


Similarly, to express dividends as a 
percentage of the nominal value of 
shares is to give to many of the public, 
including shareholders, a misleading 
impression of their size. The sig- 
nificant relationship of dividends is 
to the market value of the shares. 
When Sir John Barlow was presenting 
the case for his Bill he put it that 
companies were getting older and it was 
“rather anomalous that a company 
which had been in _ existence for 
perhaps 50 years should be paying a 
dividend in inflated value on an original 


capital, issued perhaps 50 years ago. - 


We get two entirely different sets of 
values.” The dividend should be 
expressed, not as a percentage of the 


par value of the share, but as a certain 
sum of cash. Sir John gave the 
example of a share with a nominal 
value of 12s. 6d., of which the quoted 
value on the Stock Exchange was 
48s. 6d. The dividend declared was 
374 per cent. It was, he argued, 
difficult to see easily and quickly what 
the yield was. But expressed as 4s. 8d. 
a share, it was much easier for small 
inexperienced investors, of whom there 
were millions, to understand exactly 
what was involved. 

It is hardly possible, it seems to us, 
to reject in logic and in theory the case 
for permitting the N.P.V. share. (The 
operative word is “ permitting”: no 
one suggests that adoption of the share 
without a par value should be 
mandatory, merely that it should be 
permissive). The only reasonable 
grounds for refusing to allow it are that 
in practice abuses might be carried 
with it. There might be a danger, for 
example, that shares would be intro- 
duced to the public at distorted values; 
or that funds received in payment for 
shares issued would be treated as 
distributable surplus, not as capital; 
or that the obligation to preserve 
these funds would otherwise be avoided. 
Yet surely abuses of this kind can be 
prevented, as abuses of other kinds have 
been prevented, by incorporating safe- 
guards in the company law. The 
contingent of lawyers and the one 
accountant in the new committee may 
be expected to concentrate their 
attention upon the second part of the 
terms of reference, the framing of safe- 
guards against malpractices to which 
the N.P.V. share might otherwise open 
the door. It is hard to believe that they 
will find this an insuperable task, 
though it will certainly tax their 
ingenuity to devise safeguards that 
will prevent the manipulation of 
accounts, while not defeating the aim 
of the N.P.V. share by the re- 
suscitation of the capital account and 
its complications. No doubt the 
committee will examine experience in 
the U.S.A. and Canada, where the 
N.P.V. share is widely used. There 
are critics of it in those countries: 
but, again, their criticisms stem from 
abuses of the system, not prevented by 
the company law, rather than from the 
system itself. 


& 
50 
Z 
nt 
Re 
| a 
————— ee ; 
3 
fia 
—————————— aaa es a  ---_ 2. _ cc nbs 
| oh 
Sons 
| : 
ot) 
8 
1 
4 
' 
it 
v 
_ 
, 
Si 
pif, 
no 
a. 
an 
tos 
Re 
t 
~- 
a 
4 
‘ hy 
Ye 
oe 
eo 
Av. 
me 
no 
ee 
pyc: 
ak 
“ae 
a 
| 
nye 
eae 
1 
in 
bee 
ae 
“ : a 
A t ta 
rices a 
moves 7 tt 
. on 
ds as es, 
cond- Ev 
cords a 
st TTT a 
fi Be 
rom eel 
e od a: 
i, 
: 5 ek 
. , : 
. g 
a 


Reconstruction of Incorporated 
Accountants’ Hall" 


This article is reproduced by kind permission from The Journal of the Royal 
Institute of British Architects, October, 1952. 


THE HALL WAS BUILT IN 1895 FOR 
William Waldorf Astor by J. L. 
Pearson, R.A. An office for a millionaire 
and on a site facing a river recalls 
nostalgically the idealistic school pro- 
grammes of thirty or so years ago. But 
this was reality, and Pearson, with his 
profound knowledge of craftsmanship 
and the ability to draw on a deep purse, 
made the most of it. The structure was 
immensely solid and most carefully 
built — a fact which contributed 
considerably to its survival. Pearson 
embellished it with exquisitely carved 
joinery and marblework, much of which 
was infused with an Italianate feeling 
suggesting that many of the craftsmen 
employed on it were Italians. The 
Great Hall was covered with a superb 
hammer-beam roof. 


At about 4 a.m. on July 24, 1944, 
a flying bomb detonated on the side of 
the Cable and Wireless building next 
door at about second floor level and 
facing the west side of Incorporated 
Accountants’ Hall. The explosion 
almost completely destroyed the 
exposed side of the building, the stone- 
work that remained being so badly 
scarred with fragmentation that it had 
to be replaced. The greatest damage— 
revealed in a subsequent inspection— 
was by the transmission of shock 
through the structure. Several walls 
were moved from their vertical align- 
ment, and these had subsequently to be 
pulled down and rebuilt. Most of the 
leaded windows were blown out of their 
stone frames and much of the elaborate 
internal woodwork and decoration was 
seriously damaged. 


A preliminary survey was made in 
March, 1949, and photographs were 
taken. These were useful both in up- 
holding claims to the War Damage 
Commission and in the subsequent 
detailing of reconstruction and altera- 


* Architects for the reconstruction : Sir Percy 
Thomas and Son, F/AA. 
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tion. The architectural problem was 
not one of simple reconstruction. Apart 
from shortages of materials, it was 
difficult to find craftsmen skilled 
enough to carry out the reinstatement 
of the old work and the execution of 
new. Licensing restrictions made it 
necessary to strike a balance between 
the elaboration of the old and the 
enforced simplicity of today. 

In the rebuilding the west side has 
been replanned to provide additional 
accommodation. The centre has been 
brought forward to enlarge the entrance 
hall and provide a new room on the 
first floor in place of the old strong 
room. A large oriel window designed 
in harmony with those on the other 
facades has been substituted for the 
elaborate old doorway and pediment 
and has a simple doorway beneath it, 
the old entrance staircase being recon- 
structed in a simpler form. The two 
bronze lamp standards on the re- 


‘characters from Alexandre Duma; 


designed external staircase have beg 
repaired and reinstated on th 
balustrades. These are emboellishe 
with figures of boys depicting electric) 
illumination and telephony. 


The removal of the strong room wa 
no simple task. The room was lined 
with steel plates each nearly a ton jn 
weight; altogether they weighed 5; 
tons, and the door, with its complicated 
locking device, another 54 tons; ther 
was an inner safe of 4} tons. Some 
3,500 screwbolts were taken out, and 
many of the plates removed to reduce 
the weight. The safe was hoisted out 
and lowered to a steel scaffolding 
runway in several operations, being 
eventually brought down to the 
forecourt. 

The staircase hall required extensive 
repair work. The stairs themselves 
were taken out and the main supporting 
member to the second of the three stair 
flights has had new wood grafted into 
its length. 


The figures representing the chief 


book The Three Musketeers, which Lord 
Astor considered to be the finest book 
ever written, have been replaced on the 
newel posts. Over the stairs the 
repaired leaded lights have been re- 
placed in their oak framing, and these 
give a pleasantly diffused light to the 
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_Elevation to the Victoria Embankment, as restored 
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The first floor as rebuilt 


hallway. The chimney-piece in 
Pavonazetto marble was _ reinstated 
ad the fine geometrically patterned 
joor of marble, jasper, porphyry and 
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The arcading surrounding the gallery 


chief fon the first floor has ten columns of solid 
umas’ Mebony, and on several of these, as a 
Lord memento, remain the scars caused by 
book ihe bombing. Under the stained glass 
_ the cling the crisply-carved frieze in 
- ilievo by Nicholls remains, with its 
a s2 characters from Shakespeare’s plays 
unharmed. 

o the 


The great hall was first covered with 
itemporary roof, which enabled the 
id roof to be stripped and repaired 
and which protected the interior of the 
hall from the weather. Subsequently it 
was found that the southern wall facing 
the river was considerably out of 
vertical alignment and that the 
hammer-beam trusses had splayed out- 
wards with the movement of the wall. 
It was necessary to shore up the 
hammer-beam trusses, rebuild the walls 
vertically true and then set the beams 
down again to bear on the walls in their 
correct positions. This was no: easy 
task, as the roof had a total weight of 
35 tons, which had to be carried down 
toa bearing at basement level. In all 
35,000 ft. (over 10 miles) of scaffolding 
were used to carry out this operation 
and other work on the building, which 
8 remarkable on a site of this size. 
The effect of this lattice-work of 
‘caffolding was one of great intricacy 
and confusion, and the ingenuity with 
which it was used cannot be over- 
Praised. The roof itself was re-tiled, 
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the mellow salvaged tiles being used on 
the southern slope, visible from the 
Embankment, and new tiles on the 
northern slope. 

The exquisitely carved joinery work 
throughout the building, and in the 
great hall in particular, suffered damage 
mostly by fragmentation. Much of the 
panelling was torn from the walls and 
splintered by the blast. Fortunately, 
the design of the panelling in the great 
hall was comparatively standard, and a 
certain amount of “ cannibalisation ” 
was possible which enabled the joiners 
to repair and replace a good percentage 
of it without the replacement members 
being noticeable. The new panelling 
was very skilfully made to match the 
existing in design and finish, and on 
viewing the great hall one can hardly 
tell the difference between the old and 
the new. 

The newly-carved joinery work is not 
directly imitative of the original designs, 
but could be described as contemporary 
illustrations of the carvers’ creative skill 
based upon the pattern and general 
feeling of the previous work. Several of 
the wooden carved figures were badly 
damaged, and in some cases major 
operations have been carried out on 
these lifelike figures. Some have new 
heads, others new arms or legs. An 
absent-minded workman replaced the 
carved head plaque of Anne Boleyn in 
the frame bearing the name 
** Bismarck.” Fortunately, this was 
soon noticed. Perhaps the very 
theological nose on the carved head © 
of Martin Luther appears a little longer 
than before the bombing, or Fair 
Rosamund bears a less whimsical 
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The ground floor as rebuilt. New work shown hatched 
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Top left: interior of the Great Hall on first floor, 

showing temporary repairs after the blitz. 

Top right: the Great Hall as restored, showing 

the hammer-beam roof repaired. The floor is 

the original one made good and most of the 
panelling is original 


Bottom left: the west elevation as restored, 
showing new doorway and oriel window. 
Bottom right: the west elevation showing the 
temporary brick filling before reconstruction 
and the bomb-damaged doorwav and pediment 
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expression, but on the whole the 
sympathy of the replacement pieces 
with the old proves the success of this 


work. 


In this room stood the great marble 
fireplace bearing the names of the 
succeeding heads of the Astor family. 
Here again, as in the case of the bronze 
figures on the entrance steps, Frith was 


simplified Hopton Wood stone fireplace 
and hearth. The panelling in this room 
has been carried over the new fireplace, 
thus filling the space formerly occupied 
by a somewhat disproportionate over- 


The ceiling of the Committee Room 
was destroyed, and a simplified design 
hased on the original interlacing Tudor 
srap-work pattern has now been fixed. 


the sculptor. 


POINTS IN PRACTICE 


This fireplace was 
presented by the Society to the late The 
Lord Astor, and in its place is a 


mantel. 
general contractors were 
Trollope and Colls, Ltd. 


Personal Liability of Receivers 


THE REPORT OF THE COMMITTEE ON COMPANY LAW 
Amendment (The Cohen Committee) stated (page 34) 
that: 

A receiver appointed out of Court is as a rule the agent of the 
company and (so long, at all events, as the company is not in 
liquidation) is not personally responsible unless he pledges 
his own credit. In some cases receivers appointed out of Court 
have ordered goods and have not paid for them but the proceeds 
of realisation have been applied for the benefit of the debenture- 
holders, the seller of the goods being left to sue the company 
which has no assets. 

To remedy this abuse the report recommended (page 36) 
as follows: 

Notwithstanding anything to the contrary in the instrument 

under which he is appointed, a receiver appointed by the Court 

or out of Court shall be personally liable on any contract 
entered into by him in the exercise of his powers as receiver and 
manager unless the contract otherwise expressly provides. 

The receiver shall be entitled to indemnity out of the assets 

comprised in the charge. . . . 

This recommendation of the Cohen Committee was 
carried into effect by Section 369 of the Companies Act, 
1948. By the same Section the Receiver was given power 
to apply to the Court for directions and “‘ on any such 
application the Court may give such directions, or make 
such order declaring the rights of persons before the Court 
or otherwise, as the Court thinks just.” 


Two problems arise: 


(1) Where a receiver has realised sufficient to discharge 
the debenture and is in a position to hand back control of 
the business to the company’s directors, how is he to secure 
himself against any breach subsequently arising on contracts 
entered into by him with third parties before he ceases to 
act: 

(2) What is the position of a receiver, who, having 
realised and distributed the estate, is later faced with claims 
for defects discovered in materials supplied by him, or in 
work executed on his behalf during his receivership when he 
was saddled with personal liability? 

A solution of the first problem would be to obtain agree- 
ment with each third party to release him personally from 


the contract; the third party would then rely on the 
company for the due performance of the contract. If the 
third party were unwilling to release him, the receiver 
would have no option but to continue to act until the 
contract was completed. In the meantime, as he is the only 
person with power to carry on the company’s business, he 
would have to continue to contract on its behalf. 


It would thus seem that he could never divest himself of 
the receivership unless he could obtain, from each third 
party with whom the contract was made, agreement to the 
insertion of a clause in all new contracts to negative the 
receiver’s personal liability and to make it clear that 
the receiver was acting only as agent for the company. 
For this purpose it would be necessary that there should be 
power of agency in the debenture. 

It may well be that a business could be dependent for its 
existence on the goodwill of a supplier or of customers who 
would refuse to release the receiver from personal liability. 
Then it would seem that the only way in which the receiver 
could discharge himself would be by closing down and 
realising the business, and if he is also manager this would 
be a breach of his duty to preserve the goodwill. It is 
doubtful if the Court could help him. The Court could not 
make an order on a supplier or customer of the business 
to enter into a particular contract with the company and 
relieve the receiver from personal liability. 

The second problem is even more difficult. It is quite 
possible for a latent defect to arise in materials supplied by a 
receiver during the term of his office, for example, a 
defective plastic casing on fountain pens might cause them 
to leak after very short and inadequate use, or woodwork in 
furniture might be attacked by a beetle. 

It is equally possiblé that owing to defective workman- 
ship a flaw in a building erected by the receiver might 
necessitate its pulling down and re-erection at great 
expense. In the meantime, the receiver might have 
distributed the estate and filed notice of ceasing to act. 
His personal liability on the contract continues, as it can 
continue until pérhaps the Statute of Limitations operates 
and even here the limitation period starts to run only from 
the time the right of action accrues. 
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The receiver may be able to protect himself by insurance. This may lead to the arbitrary closing down o 


as C 
There is a form of policy known as a “ products defects businesses which it would be in the interest of the com. wt 
policy ” to meet circumstances of the above nature. The munity to preserve, and a manager may well be in jeopardy shat e 
premium is high. No doubt in a case where the appointment for loss of goodwill. In the hands of a capable receiver many It is 
was made by the Court it would be possible to obtain a businesses have been resuscitated and made into paying saa 
Court order to charge the estate with this premium, concerns. This often happens when the appointment of autho 
but it is doubtful if a liquidator would agree to such a a receiver is brought about because of disputes between Hy « 
charge in the case of a receiver appointed out of Court. directors, and the debenture-holder is requested or decides J jenan 
In such circumstances, it might be appropriate for the to intervene in the interests of the business. residu 
directions of the Court to be sought and a Court order The problem is how to protect the receiver. He is in [ties fr 
obtained. The risk would otherwise be too great for any most cases a practising accountant. It is casting a very fMthesa 
prudent receiver. The receiver can and should protect heavy onus on him to make him personally liable. Afier all, HT & 
himself by obtaining indemnities. Where the receiver is he is dealing with a concern the constitution of which js 8" 
appointed by a bank or a debenture-holder of undoubted based on limited liability, whereas Section 366 of the mn 
substance, his position is generally safe, though the deben- Companies Act, 1948, specifically forbids a receiver to , 
ture-holder is, of course, under no legal liability to avail himself of a similar limitation of liability. meng 
indemnify him. But if the debenture-holder is not of such It is suggested that it would be fairer to place the Mj jing 
standing, the receiver has to be particularly careful. Indeed, onus of personal liability on the debenture-holder and treat HJ je te 
the risks attending receivership are now so great that it is the receiver as his agent. It is the debenture-holder who is JJ interes 
doubtful if the work is worth undertaking on behalf of the exercising the remedy of receivership for collecting his debt, JJ which 


private debenture-holder if there is a business of any It is for the debenture-holder to choose a receiver in whom fie di 
consequence to be carried on. he has confidence. is Wot 
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What the Life Tenant Obtains where there was a legacy of stock to be paid a fund to be created by a sale as soon as 
The cases which have been reviewed indicate 25 800n as possible, Sir William Grant, conveniently can be, he means only the 
under what circumstances the tenant for life ™©-R-, after saying that on the authority of interest from the time the property can 
will be entitled to income in specie, but it S#mons v. Vallance (4 Bro. C.C., 345) and conveniently be sold. 
other cases, the legacies were to be regarded , 
as pecuniary legacies, cited Barrington v. The decree as to this was that the persons 
Tristram (4 Ves.J., 345) as an authority that entitled for life should have the interest 
no interest was to be given except from the ‘rom the conversion. Apparently the 
end of twelve months from the death of the imterest would be on the amount of the wal 
testator. What is the position in the case of Conversion (that is the enhanced value) but bes 


a residuary bequest to persons in succession? Only from the time of the conversion. In that th 
contrast with this, Lord Eldon said of the 


leaseholds: 


remains to consider what rules have been 
laid down determining what the life tenant 
is to have if he is not to enjoy the income in 
specie. These rules in effect state what is to 
be regarded as an equitable apportionment 
between life tenant and remainderman. 
They are rules which have been evolved 
over a iong period of time and the latest In Gibson v. Bott (1802, 7 Ves. J., 89) there 


Gibson 


case in which many of the decisions were was a residuary bequest and a direction to in Wal 
reviewed was the fairly recent one of Re convert as soon as possible. Part of’ the As to the leasehold premises that could not [jgard 
Parry. estate was sold at a profit within six months be sold, they cannot be considered otherwise betwee 

It may be recalled that in the case of a_ but the sale of certain leaseholds was than as property which it was for the benefit Bott is 
pecuniary legacy, interest does not begin to delayed owing to defects in title. As to the of all parties sn indie: ts otaiin Oh specie: gretenti 
run, except in the case of a legacy toa child part of the estate which had been sold, upon that I think the plaintiffs may have benefit 
or to a person to whom the testator stood Lord Eldon said: ities a cal f the death: beca 
in loco parentis, until a year after death. So ee ee ee ee ; caused 


in Webster v. Hale (1803, 8 Ves.J., 415), The utmost that can be contended by the there is a consideration for that. This p 


laintiffs is that what is directed to be d ‘ soe 
orn i eatin vt imcggae =the Pct aa In the difficult state of the authorities, It holds 


therefore claim interest on the capital as it #8 well to bear in mind that Lord Eldon had j@j*mpha 


* The first part of this article appeared in was at the death. But here the capital is much Observed in Gibson v. Bott that the old Very 
our issue of December, 1952, pages 397-400. increased. Where a testator gives interest of authorities said that if the testator’s fund ij there ¢ 
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was carrying interest, the legacy should, but 


Com. HF the Lord ¢ ‘hancellor then asked: ‘“* Is not 
pardy # jhat exploded now by every day’s practice?” 
Many #Hj; js wel! 1o do so because Lord Eldon 
vaying himself appears to have followed the old 
ent of MM ihorities in Angerstein v. Martin (1823, 
tween [9B T, & R., 232), for in that case he gave the 
ecides HB ienant for life interest on the part of a 
residue invested in interest-bearing securi- 
- is in [tics from the death of the testator. And to 
very [mthe same effect was Hewitt v. Morris (1824, 
erall Ml. & R., 241). In Sitwell v. Bernard 
ai 1801, 6 Ves., 520), however, decided before 
Lich js ? ; 
Gibson v. Bott, Lord Eldon directed accumu- 
of the ; 
: lation of the produce for the first year. 
CT tO Bwhen Dimes v. Scott (1828, 4 Russ., 195) 
came before Lord Lyndhurst, he ruled that 
€ the Hi wing the first year after the testator’s death 
treat Hite tenant for life was entitled, not to the 
vho is MJinterest on a 10 per cent. Indian Loan 
debt, {which had been improperly retained, but to 
vhom the dividends on so much 3 per cent. stock 
3 would have been produced by the con- 
version of the property at the end of a year 
fom the testator’s death. But it appears 
fom the argument that counsel admitted 
that, according to the principle of Angerstein 
y. Martin, the life tenant was entitled to 
income from the date of death. In the 
rather later case of Caldicott v. Caldicott 
1842, 11 L.J. Ch. (N.S.), 158) there was a 
irust for conversion and the estate consisted 
partly of items which were and partly of 
items which were not in a proper state of 
—— investment at the death of the testator. 
There was also a direction to pay the 
interest and produce of the personal estate 
util investment to the tenant for life. 
knight Bruce, V.-C., refused to allow the 
nant for life to take the whole income in 
aia pecie since he did not think that the 
y the jy ator intended the general rules _of 
a administration to be departed from (which 
was perhaps a rather doubtful inference) 
but on the other hand he considered that 
sons ye rule in Sitwell v. Bernard that the 
terest (goduce for one year should be accumulated 
the [gS displaced. Accordingly, he gave the 
f the (giant for life the actual income from the 


) but properly invested personal estate and, as to 
In (g¢ part not properly invested, he thought 
f the (gat the same rule should be applied as in 

Cibson v. Bott with regard to the lease and 

in Walker v. Shore (1815, 19 Ves., 387) with 
id not ## gard to copyholds. The point of difference 
erwise JM etween Caldicott v. Caldicott and Gibson v. 
Bot is that it does not appear that the 
retention of the parts not sold was for the 


1¢: 

ye benefit of the estate, and it was this benefit 

1s for because there was a consideration—that 
taused Lord Eldon to make a special rule. 
this point in the decision as to the lease- 

ies, it FB holds in Gibson v. Bott has been lately 

vhad #mphasised by Romer, J., in Re Parry. 

Bs Very shortly after Caldicott v. Caldicott 


there came the extremely valuable decision 


of Wigram, V.-C., in Taylor v. Clarke (1841, 
11 L.J. Ch. (N.S.), 189) in which Dimes v. 
Scott was followed although La Terriere v. 
Bulmer (1827, 2 Sim. 18) appears to have 
been preferred. The learned Vice-Chan- 
cellor, in the following passage from the 
report, clearly shows the prevailing un- 
certainty: 


There are four propositions and high 
authority in support of each. According to 
Sir J. Leach in Stott v. Hollingsworth (1818, 3 
Madd., 161) and Sir T. Plumer in Taylor v. 
Hibbert (1820, 1 Jac. & W., 308), the tenant 
for life of a residue is not entitled to the income 
till the expiration ofa year; and it is extremely 
difficult to interpret the language of Lord 
Eldon in Sitwell v. Bernard so as not to support 
the same opinion. According to the opinion 
of Sir A. Hart in La Terriere vy. Bulmer the 
tenant for life is entitled to the income for the 
first year of such parts of the testator’s estate 
as were invested upon the proper securities at 
the time of the testator’s death and of such 
parts as should be properly invested during 
such year but not to the income of the other 
parts. In Angerstein v. Martin Lord Eldon gave 
the tenant for life of a residue directed to be 
invested the income of such parts as were upon 
securities bearing interest from the death of 
the testator. Part of the property was in 
Russian funds, which was clearly not a proper 
investment; yet Lord Eldon made no dis- 
tinction as to that. In Douglas v. Congreve 
(1836, 1 Keen, 410), the Master of the Rolls 
gave the tenant for life income during the first 
year without reference to investment. In the 
absence of authority, I should have thought 
that the distiriction in La Terriere v. Bulmer was 
right and that Angerstein v. Martin did not 
intend to impeach the law. . . . In Dimes v. 
Scott Lord Lyndhurst held that a tenant for life 
of a residue was only entitled to the dividends 
of so much stock as would have been pro- 
duced by the conversion at the end of a year 
from the testator’s death. . . . In this con- 
flict of the authorities I feel bound to follow 
the decision of the Lord Chancellor in 
Dimes v. Scott. 


The same thing happened in Morgan v. 
Morgan. Sir John Romilly followed Dimes 
v. Scott but disagreed with Sir James Wigram, 
V.-C., as to La Terriere v. Bulmer, con- 
sidering that that case was scarcely reconcil- 
able with Gibson v. Bott and not at all with 
Angerstein v. Martin. 
Douglas v. Congreve decided by Lord Lang- 
dale and followed by him in Mehrtens v. 
Andrews (1839, 3 Beav., 72) and Robinson v. 
Robinson (1851, 11 Beav., 371). In Douglas v. 
Congreve the principle was that the tenant 
for life should have the actual income till 
conversion and after conversion an interest 
of the converted fund or (alternatively) if 
conversion did not occur within the year, 


the actual income for that year and, between . 


the end of the year and the date of conver- 
sion, so much as the residue if converted and 
invested at that time would have produced. 


He also considered — 


This case does not seem inconsistent with 
Angerstein v. Martin and therefore the position 
would seem to turn on which of: two views, 
both seen to have been held by Lord 
Eldon, as to the time from which interest 
should be allowed, is to prevail. The cases 
supporting interest as from a year after 
death (or after conversion if that takes place 
within the year) are Sitwell v. Bernard, to 
some extent Gibson v. Bott, Stott v. Hollings- 
worth, La Terriere v. Bulmer, and Taylor v. 
Hibbert. The cases supporting interest from 
the date of death are Angerstein v. Martin, to 
some extent Gibson v. Bott, Dimes v. Scott, 
Caldicott v. Caldicott, Taylor v. Clarke, 
Morgan v. Morgan, Douglas v. Congreve, 
Mehrtens v. Andrews and Robinson v. Robinson. 


In Macpherson v. Macpherson several of the 
foregoing cases were reviewed by Lord St. 
Leonard, L.C. The case came before the 
House of Lords on appeal from the Court 
of Session in Scotland and is generally 
regarded as having settled the rule that the 
tenant for life of residuary personalty not of 
a recognised character is entitled to interest 
from the date of death. With regard to the 
cases which had seemed to lay down a 
different rule, the Lord Chancellor said that 
in Sitwell v. Bernard, Lord Eldon had strained 
the law to meet the justice of the case, 
adding that he (Lord Eldon) had sub- 
sequently taken care to explain to the Bar 
that he had no intention of laying down a 
general rule. As to Stott v. Hollingsworth, the 
Lord Chancellor thought that Sir John 
Leach had miscarried in that case and that 
it was not the law. With regard to La 
Terriere v. Bulmer, Lord St. Leonard said 
that Sir Anthony Hart had stopped a little 
short on his road. Both Lord St. Leonard 
and Lord Brougham approved the cases of 
Douglas v. Congreve and Taylor v. Clarke. 


Gibson v. Bott came into the forefront 
again after the case of Meyer v. Simonsen 
(1852, 5 De G. & S., 723), which was 
followed by Lord Cairns in Brown v. Gellatly 
(1867, L.R. 2 Ch. App., 751). Im Meyer v. 
Simonsen the Vice-Chancellor, Sir James 
Parker, said there were three distinct classes 
of cases to which the principle laid down in 
Howe v. Lord Dartmouth applied. There were 
first, cases where the subject matter of the 
bequest was invested in a security of which 
the Court approved, no conversion being 
necessary and the entire income belonging 
to the tenant for life. There were, secondly, 
cases where part of the estate could be sold 
and converted so as not to sacrifice the 
interest of the tenant for life or remainder- 
man. In these cases of partial conversion, 
the proceeds of conversion should be 
laid out in permanent securities of which 
the life tenant would take the income. 
Thirdly, there were cases where the 
property was so laid out as to be secure and 
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to produce a large income but incapable of 
conversion without loss or damage to the 
estate, as in Gibson v. Bott and Caldicott v. 
Caldicott, where the rule is not to convert the 
property but to set a value upon it and to 
give the life tenant 4 per cent. on such value, 
and the residue of the income must then be 
invested and the income of the investment 
paid to the life tenant. It is noteworthy that 
nothing was said as to the right of the life 
tenant to anything in respect of the second 
class of case, that of partial conversion, 
until the time of conversion. In Brown v. 
Gellatly, however, Lord Cairns, L.J., followed 
in respect of one part of the estate Meyer v. 
Simonsen and Gibson v. Bott and in respect of 
another part of the estate (which fell under 
the second class in Meyer v. Simonsen) the 
rule in Dimes v. Scott, subject to a variation 
of the order under appeal apparently in so 
far as that order had interpreted the rule in 
Dimes v. Scott as if (as in Sitwell v. Bernard) 
the produce for the first year had to be 
added to the notional proceeds of conversion 
of the unauthorised investment and the 
whole notionally invested in Consols. The 
facts in the case of Brown v. Gellatly were 
that the testator left all his property on trust 
giving his trustees power to realise as and 
when they thought fit and to sail his ships 
for the benefit of his estate until they could 
be satisfactorily sold. The trustees were also 
given power to allow certain of the testator’s 
investments in Government, Colonial and 
other securities to remain invested as at his 
death. The ships made a large profit, many 
of the securities which the trustees were 
authorised to retain remained unconverted 
and there were also certain other securities 
not of a “* recognised ”’ character which had 
not been converted. The facts of the case 
obviously fitted like a glove the categories 
set out by Sir James Parker in Meyer v. 
Simonsen. Lord Cairns held that the sailing 
of the ships fell in the third category. On 
this part of the estate, the tenant for life was 
to have 4 per cent. on the value at the date 
of death. As to the authorised securities, 
these fell into the first category. As to the 
remainder of the securities which fell into 
the second category, Lord Cairns said: 


I think the proper order to make is that 
which was made in Dimes v. Scott, followed by 
Vice-Chancellor Wigram in Taylor v. Clarke, 
namely, to treat the tenant for life as entitled 
during the year after the testator’s death to 
the dividends upon so much 3 per cent. stock 
as would have been produced by the con- 
version and investment of the property at the 
end of the year. This will involve a variation 
of the orders under appeal as to those securi- 
ties since it proceeds upon a somewhat 
different footing and aggregates the amount 
produced by conversion at the end of the year 
with the dividends produced during the year, 
which is not precisely in accord with Dimes v. 
Scott and Taylor v. Clarke. 
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The Value to be Taken 

After the above cases, the doubts formerly 
entertained whether, when an apportion- 
ment was directed, the life tenant was 
entitled to income from the date of death 
or only from the date of conversion or from 
one year after the death may be taken to be 
settled. Dimes v. Scott is the case which has 
been followed, though, as has been seen, 
there is also the authority of the House of 
Lords, in the Scottish case of Macpherson v. 
Macpherson. But the question whether or in 
what circumstances the value is to be taken 
as at the date of death or a year after death 
was not settled so early. 

In Re Woods (1904, 2 Ch., 4) Kekewich, 
J., thought that the date of valuation should 
turn on the directions of the testator, 
remarking: 


It has been decided in Brown v. Gellatly and 
in other cases that the proper thing to do in a 
case of this kind is to value the securities as at 
the time when they ought to have been 
converted, that is to say, immediately after 
the testator’s death if he has so directed or at 
the expiration of a year from his death if he 
has given no direction and, taking the value 
at that time, to give the tenant for life interest 
on that value in lieu of profits or royalties so 
that he may have such a proportion as is 
equivalent to the value of his interest. 


The decision in Re Woods was expressly 
followed on this point in Re Chaytor. In Re 
Fawcett (1940, Ch., 402), Farwell, J., held 
that where a trust to convert should be 
implied and there was no power to postpone, 
the life tenant should have interest from the 
date of death on the value one year after 
death. As in Re Woods and Re Chaytor there 
was a power of postponement, Re Fawcett 
was distinguishable from those cases. The 
whole matter was discussed in an elaborate 
judgment of Romer, J., in Re Parry. The 
learned judge concluded after a survey of 
the authorities, that if there was a duty to 
convert the tenant for life was entitled to 
interest as from the date of death but upon 
the value one year after death; while if there 
was no duty, as there would not be if it was 
in the interest of the estate to retain (as in 
the case of the leasehold in Gibson v. Bott, 
the value should be taken as at the date of 
death. Farwell, J., in Re Fawcett appears to 
have been influenced by the maxim that 
equity regards that as done which ought to 
be done. But when there is no duty, ex 
hypothesi that maxim does not apply. This 
is the ratio decidendi in Re Parry. 


Interest and Notional Conversion 
The question of the rate of interest to be 
allowed to the tenant for life was raised in 
Re Parry and, following Re Faweeit, it was 
fixed at 4 per cent.. The question had been 
discussed in Re Beech (1920, 1 Ch. 40) where 


Eve, J., had decided that “ in view of the 
present financial position” the ‘cnant fo, 
life should have 4 per cent.; and in th 
rather later case of Re Baker (1924, 2 Ch, 
271), Russell, J., adopted 4 per cent. in th. 
case of a reversionary interest. Russell, J. 
had referred to the observations of Kekewich, 
J., ia Re Goodenough (1895, 2 Ch., 537) and 
of Lindley, M.R., in Rowlls v. Bebb (1900, 
2 Ch., 107), where those learned judges had 
considered that the rate should be changed 
from 4 per cent. to 3 per cent., having 
regard to the lower rates of interest obtain. 
able. 

The use of a rate of interest in place of, 
notional conversion appears to have becom 
the general rule after Meyer v. Simonsen and 
Brown v. Gellatly. It is, however, of interes, 
to note that in Re Woods Kekewich, J., had 
remarked that unfortunately there was no 
general rule to guide the Court and then, 
after saying that it would not be right tha 
the decisions of the Court should vary from 
day to day, month to month or year to year 
because the prices of securities fluctuate, 
continued: 


The judge might have worked out the 
notional conversion by saying that if so much 
were laid out in one investment and so much 
in another, 4 per cent. would be obtained. 
But the judges have not done that: they have 
struck a line; they have said in effect: “‘ Invest 
this in trust securities and you will be for 
tunate if you get 4 per cent.” 


Kekewich, J., seems here to come very 
near to holding that a notional conversion 
into a recognised security would avoid the 
Court’s having to review the rate of interest 
from time to time, and indeed that view 
seems to derive support from the observa- 
tions of Lord Eldon who, in Howe v. Lod 
Dartmouth, said: 


You can learn the price at which [stock| 
might be converted on any day; and the 
moment the Court was ordered by the legisla 
ture to lay out its funds in stock it necessarily 
held that, for this purpose, stock must always 
be considered of the same value. 


Farwell, J., in Re Fawcett seemed to think 
that the rate of interest rule was due to the 
fact that the range of authorised investments 
had become greatly extended. But in & 
Hollins (1918, 1 Ch., 503), which was a cast 
of a contingent legacy, the learned judge 
refused to admit such a contention and held 
that a permanent undated security should 
be taken. Probably the rule is to be taken 
as one of convenience and it is to be remem 
bered that in Wentworth v. Wentworth (190, 
A.C., 163), which was a case before the 
Privy Council, Lord Macnaghten expressly 
stated that their lordships did not think i 
would be expedient to hamper the Cour 
by laying down any fixed rule as to the rat¢ 
of interest to be allowed to the tenant for 
life. 
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The Directions in Re Fawcett 
The facts in Re Fawcett were that there was a 
direction to hold the residuary estate of the 
ystatrix on trust to invest and pay the 
income thereof to nephews and nieces and 
afer their death to divide amongst their 
lawful children, Farwell, J., held that the 
iryst to invest implied a trust for sale. There 
was no power to postpone. In the circum- 
sances the life tenants were held not to be 
entitled to the income in specie and briefly 
the following declarations were made: 


(2) On the unauthorised investments 
remaining unsold at the end of a year from 
death the life tenants were entitled to 4 per 
cent. on the value at the end of such year, 
interest to run on at that rate until realisation. 

Note: This follows the principle of Dimes v. 
Scott with the interest calculation approved in 
Meyer v. Simonsen instead of a notional con- 
version. 

(b) On the unauthorised investments sold 
during the year, the life tenants were entitled 
to 4 per cent. on the net proceeds of realisa- 
tion from the date of death to the date of 
realisation. 

Note: The “‘ notional ” conversion becomes 
unnecessary and the rule is the complement of 
(a). But if there was conversion during the year 
where there was not a duty to convert and 
therefore instead of (a) above, the rule in Re 
Parry applied, would the life tenant be entitled 
to interest on the net proceeds of realisation 
from the date of death or only to interest on 
the value at the date of death up to the date of 
realisation? There may be a good deal more 
in this than the difference between discount 
and interest if there is a large apparent profit 
on realisation. There does not appear to be 
a clear authority. 

(c) The unauthorised securities for the time 
being remaining unsold ought to be taken 
m bloc for the purposes of the rule. 

Note: This follows Re Owen. 

(¢@) The Apportionment Act, 1870, ought 
not to be applied at the death of the testatrix 
nor at the end or beginning of any accounting 
period with reference to ‘the income of 
unauthorised investments. 

Note: Compare the reference to apportion- 
ment in Section 33 (5) of the Administration 
of Estates Act. 

(e) Excess income from unauthorised securi- 
ties ought to be invested and the income there- 
from is payable as income to the tenant for life. 

Note: Kekewich, J., in Re Woods said: “ If 
there had been actual conversion the tenant 
for life would have been entitled to the whole. 
Is there not in substance a conversion from 
year to year? Is not the balance of the mining 
royalties, which the tenant for life does not 
receive, the proceeds of realisation at once of 
a part of the estate? If that is so, it goes as 
capital to be invested. . . .” 

(f) (i) If current income is insufficient to 
pay the interest, the deficiency may be made 
up out of the proceeds of realisation of such 
investments. 

(ii) If the interest is in arrears, the arrears 
may be made good out of current income or 


out of the proceeds of realisation of such 
investments. 

Note: The point ot this declaration seems to 
be that neither past realisations nor past (and 
invested) surplus income is available to make 
up the interest if current income is insufficient. 
The life tenant must either get his interest out 
of the receipts in the current accounting 
period or carry his arrears forward to a 
subsequent accounting period. He cannot as 
it were “ reopen” past accounts. 


The Exclusion of the Rule 


It is not uncommon to find, with a common 
form power to postpone, an express exclusion 
of the rule. This is not, however, necessarily 
effective. Re Hey’s Settlement (1945, Ch., 
294) was a very interesting case in which 
there was a resulting trust, of accumulations 
of income under a settlement, to the residuary 
estate of a testator. The residuary estate 
had been given on trust for life with remain- 
der over and there was both a power to 
postpone and an express clause negativing 
the rule in Howe v. Lord Dartmouth. Cohen, 
J., held that the accumulations of income 
were receipts of a capital nature, analogous 
to a terminable annuity, and that therefore 
prima facie the rule in Re Earl of Chesterfield’s 
Trusts (1883, 24 Ch. D., 643) (a branch of 
the rule in Howe v. Lord Dartmouth) applied. 
If, however, the discretion to postpone was 
exercised, that rule was excluded. To the 
extent of previous receipts the discretion to 
postpone could not be said to have been 
exercised and as to these the rule in Re Earl 
of Chesterfield’s Trusts was applied. It is clear, 
therefore, that a clause excluding the rule 
may not have the same effect as a provision 
that the tenant for life shall have the income 
in specie; it may be merely ancillary to the 
power to postpone and operate only if that 
power is exercised. This rather unexpected 
result appears to derive from the case of 
Rowlls v. Bebb (1900, 2 Ch. 107) where it 
was decided that the rule in Re Earl of 
Chesterfield’s Trusts applied where there was 
a discretionary power to postpone which (as 
Rigby, L.J., said) de facto had not been 
exercised and de jure could not be assumed 
to have been exercised in an unequal 
manner as between tenant for life and 
remainderman. 


The Property Legislation of 1925 


The remaining major question is how far 
the’ rule in Howe v. Lord Dartmouth has been 
affected by the property legislation of 1925. 
The rule applies to wills and therefore the 
somewhat controversial question whether 
the rule applies in the case of an intestacy 
must be understood as being in strictness a 
question whether a rule analogous to the 
rule in Howe v. Lord Dartmouth is to be 
recognised in the case of the statutory trust 
for sale on intestacy in the same way as a 


rule analogous to the rule in Howe v. Lord 
Dartmouth has been long recognised where, 
in a will, there is an express trust for sale and 
conversion. 

That leaseholds under a will are no longer 
subject to the rule has been noticed. The 
next question to arise was whether invest- 
ment not of a recognised character con- 
tinued to be subject to the rule and this was 
settled in the case of Re Trollope’s Will Trusts. 
The question involved in that case was 
whether Section 39 of the Administration of 
Estates Act, 1925, applied to trustees of the 
residuary estate of a testator left to persons 
in succession. 

That Section provides that, in dealing 
with the real and personal estate of a 
deceased person, his personal representa- 
tives shall, for purposes of administration or 
during a minority or life interest or until the 
period of distribution arrives, have certain 
powers. Amongst these powers are included 
by paragraph (ii) of sub-Section 1 all the 
powers, discretions and duties conferred or 
imposed by law on trustees holding land 
upon an affectual trust for sale. If the 
Section did apply to trustees of personal 
estate held for persons in succession, would 
it result that, in regard to unauthorised 
investments, there would be a statutory (as 
distinct from an implied) trust for sale, with 
the consequence that Section 28 (2) of the 
Law of Property Act, 1925, which gives the 
tenant for life of land held on trust for sale 
the whole income till sale, would apply to 
the income from unauthorised investments? 

Tomlin, J., before whom the case came, 
turned to Section 55 (1) (xi) of the Adminis- 
tration of Estate Act, 1925, in which the 
term “‘ personal representative ”’ is defined. 
In the course of his judgment, Tomlin, J., 
said it was clear that the expression “ per- 
sonal representative” did not include 
trustees in the ordinary sense and con- 
tinued: 


As soon as the personal representatives 
have administered the estate of a testator and 
assented, the period of distribution has arrived 
for the purposes of this Section, and the 
Section has no application to a case where the 
residue of the personal estate (other than 
leaseholds) is held by the trustees (even 
though they are the same persons as the 
personal representatives) upon trust for sale 
with power to postpone conversion and there 
is a tenant for life. The application of 
Section 39 is exclusively confined to the 
duties of the personal representatives either 
in the ordinary course of administration or as 
conferred on them by statute under Section 33 
or otherwise in relation to estates undisposed 
of by will. 


Strictly, the observations of Tomlin, J., 
on the question whether the rule in Howe v. 


’ Lord Dartmouth (or rather a rule analogous 


thereto in the case of the statutory trust for 
sale on intestacy) applies were obiter. But 
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they were directly involved in the sense that 
they were part of the interpretation of the 
provisions of the Section with which he had 
to deal. The learned judge said it seemed 
clear that the effect of the Section was for 
certain purposes in connection with intes- 
tacy, to constitute the personal representa- 
tive a trustee with certain powers, including 
the power, where no immediate distribution 
was possible, to distribute the income as if 
the rule in Howe v. Lord Dartmouth did not 
exist, 

The real point of the case of Re Sullivan 
(1930, 1 Ch., 84) was that where there is a 
disclaimer of an interest under a will, the 
result of the disclaimer is to render the 
express provisions of the will ineffective, and 
Section 49 of the Administration of Estates 
Act, 1925, applies to property which has not 
been effectually disposed of by will as well 
as to property which has not been disposed 
of. To such ineffectually disposed of 
property, therefore, Section 33 of the 
Administration of Estates Act, 1925, applies, 
for it operates on the death of a person 
intestate as to any real or personal estate. 
Sub-Section 5 of that Section provides that: 


The income (including net rents and profits 
of real estate and chattels real after payment 
of rates, taxes, rent, costs of insurance, repairs 
and other outgoings properly attributable to 
income) of so much of the real and personal 
estate of the deceased as may not be disposed 
of by his will if any or may not be required 
for the administration purposes aforesaid, 
may, however such estate is invested, as from 
the death of the deceased, be treated and 
applied as income and for that purpose any 
necessary apportionment may be made 
between life tenant and remainderman. 


In Re Sullivan part of the estate consisted 
of royalties and hence, if Howe v. Lord 
Dartmouth or an analogous rule had applied, 
the widow would not have been entitled to 
the income in specie. But Maugham, J., 
was of the opinion that the rule would not 


apply, saying: 


Where there is a complete intestacy the 
provisions of Section 33 (5) of the Administra- 
tion of Estates Act will apply, with the result 
in the present case that the widow, having (if 
she disclaims) the interest of a tenant for life, 
will be entitled, assuming that clauses 6 and 7 
become inoperative, to the whole of the 
royalties as that sub-Section excludes the rule 
in Howe v. Lord Dartmouth. 


then, after considering whether the dis- 
claimer would render inoperative the clauses 
referred to, the learned judge concluded: 


In my view, therefore, the widow, upon 
executing a disclaimer, will be entitled to a 
life interest in the residue of the testator’s 
estate including royalties receivable by the 
trustees. 


In deference to the author of a work of 
repute on Trust Accounts, it should be said 
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that Mr. Strachan has argued that the view 
that Howe v. Lord Dartmouth does not apply 
in the case of an intestacy gives insufficient 
weight to the word “ may” which in 
Section 33 (5) of the Administration of 
Estates Act, 1925, precedes the words 
** however such estate is invested.”’ It might 
be rejoined that the word “‘ may” is used 
because there may be cases, such as 
minorities, where the word “ shall *? would 
cut across other provisions, such as Section 
31 of the Trustee Act, 1925, which authorises 
maintenance. Moreover, Mr. Strachan’s 
criticism is expressly extended to Re Brooker. 
As regards personalty (other than lease- 
holds) Mr. Strachan’s view appears to have 
been held also by Bennett, J., who, in Re 
Fisher (1943, 1 Ch., 377) said, after referring 
to Re Sullivan: 

Mr. Hunt’s argument, if I followed it 
correctly, was that I was to regard Maugham, 
J.’s, observations as having been made after 
a consideration of all the provisions of 
Section 33 and as an exposition of the mean- 
ing and effect of all the provisions to be found 
in the Section after such consideration. I feel 
sure after a study of the report, including the 
report of the arguments, that this is not the 
case and I feel equally sure in view of the 
unambiguous language of Section 33 (1) (4) 
of the Act that the learned judge could not 
have decided that all the income of a wasting 
security such as a copyright was receivable 
by the tenant for life unless there had been an 
exercise of the power to postpone. Of course, 
if that power has been exercised, the whole of 
the income of a wasting security is receivable 
by a tenant for life. 

The learned judge does not distinguish 
Re Sullivan from the case before him and it is 
respectfully suggested that Re Sullivan and 
Re Fisher are irreconcilable except on the 
view that in Re Sullivan but not in Re Fisher 
it was possible to assume de jure that the 
power had been exercised. It is further 
possible that the Courts may more readily 
assume that a power has been exercised 
where there is more than one security not 
of a recognised character (Rowlls v. Bebb). 


Summary 
To sum up the conclusions of this extensive 
yet far from exhaustive study: 


1. If there is no clause in a will excluding, 
expressly or by direct implication, the rule 
in Howe v. Lord Dartmouth. the life tenant 
will not be entitled to the enjoyment of 
income in specie of securities which are not 
of a recognised character. 


2. A fortiori, if there is an express trust for 
conversion, the life tenant will not be 
entitled to enjoyment of income in specie 
from such securities unless either the trust 
for conversion is itself qualified or its 
operation is postponed by a power which 
further must not be merely a power of 
management. 


3. In the case of the statutory trust fo, 
sale under Section 33 of the Administration 
of Estates Act, 1925, on intestacy, semble th. 
rule in Howe v. Lord Dartmouth is displaced, 


4. Where that Section applies the Appor. 
tionment Act, 1870, applies: where Howey. 
Lord Dartmouth applies, the Apportionmen 
Act, 1870, does not apply. 


5. Where the tenant for life is not entitles 
to income in specie, he will be entitled j 
interest or to the income from a notional 
investment, such interest or income to my 
from the date of death. 


6. Past accounting periods cannot lk 
reopened. 


7. Where there is a duty to convert, the 
value upon which interest is allowed is the 
value of the security one year after death, 
unless conversion takes place within the 
year. 


8. Where there is no duty to conver 
because it is in the interest of the estate to 
retain, the value upon which interest js 
allowed is the value at the date of death 
unless (possibly) conversion takes place 
within the year. 


9g. Where surplus income from the un- 
authorised security arises and is not required 
to make good arrears of interest, such 
income must be invested and the life tenant 
is entitled to the income produced by such 
invested sums. 


10. At the present time, the rate o 


interest allowed is 4 per cent. (simple, not 
compound). 


11. The rule does not apply to realty or 
leaseholds. 


12. The rule does not apply to personalty 
specifically settled by deed or will. 


(Concluded ) 
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Charitable Trusts and Trustee 


Investments 


I. Revision of the Law 


THE COMPREHENSIVE REPORT OF THE 
Committee on the Law and Practice relating 
i Charitable Trusts is divided into three 
parts. The first part deals with the 
value of charity in modern social 
conditions; the second recommends 
changes in the law and practice, and the 
third makes suggestions on the policy 
which might be pursued in connection 
with extended powers for framing 
schemes. These comments are mainly 
concerned with the recommendations 
in the second part of the report. 

It is well known that the legal 
question: What is charity? is a very 
complex one. The answer is to be 
found in the preamble to a statute to 
reform abuses in the administration of 
charities passed in the reign of Elizabeth 
l,and in the extremely extensive case 
law since that time. <A “ modern” 
dassification of charities was attempted 
by Lord Macnaghten in 1891 in the 
Pemsel case but of the four categories 
then stated, the fourth was the omnibus 
one of “* other purposes beneficial to the 
community.”’ It is proposed that there 
should be a definition of charity based 
on this fourfold classification which 
would leave untouched the existing 
case law. 

A charity never dies but it may 
become impossible, either through a 
change in social conditions or otherwise, 
to fulfil the purposes in the mind of 
the founder. The cy-prés doctrine is 
that new purposes may then be 
embodied in a scheme formulated 
under the Charitable Trusts Acts 
or the Endowed Schools Acts, or under 
the inherent jurisdiction of the 
Chancery Court, such new purposes 
to be “ as nearly as possible ” the same 
a those set out in the instrument 


constituting the trust. It is recom- 
mended that the cy-prés doctrine should 
be relaxed so as to give wider scheme- 
making powers to the Charity 
Commissioners and the Minister of 
Education, extending even to cases 
where the original objects have not 
become actually impracticable. This 
extended scheme-making should be on 
the lines of Scottish law relating to 
educational endowments. It should 
have “special regard” to the spirit 
of the intention of the founders, the 
interest of the locality and the admini- 
strative economies which may result 
from merger of endowments; and. it 
should have “regard” to other 
considerations. Alterations to the 
purposes declared in the constituting 
instrument should not be made within 
thirty-five years of the foundation of 
the trust without the consent of the 
founder or the trustees. Provision for 
appeal to the Chancery Division of 
the High Court against a scheme is 
included in the recommendations under 
this head. 

It is recommended that the law of 
mortmain should be repealed. It is also 
recommended that the law should not 
be changed so as to enable the Court to 
rectify charitable instruments which, 
being imperfect, would be held to be 
void. 


II. Administrative Reforms 


Several administrative recom- 
mendations are made, of which the 
following are the most important. 
It is recommended that charitable 
trusts should (as required by an Act of 
1812) be recorded, a compilation being 
made by the Charity Commissioners 


and the Ministry of Education from 


information to be supplied by trustees. 


Subsequently, classified records of local 
trusts should be sent by the central 
authority to county and county borough 
councils. It is recommended that the 
accounts of all charitable trusts should 
be audited, and should be, as far as 
possible, in a standard form; and 
furthermore that there should be a 
moderate fine, payable out of the 
trustee’s own pocket, if the obligation 
to send accounts to the Commissioners 
(a duty imposed by the Act of 1855) 
is not complied with. Copies of the 
accounts received by the Commissioners 
should be sent to the local authorities 
who are to receive records of local 
trusts. The recommendation is made 
that there should be a_ statutory 
requirement that land be vested in the 
Official Trustee of Charity Land and 
securities and money in the. Official 
Trustees of Charitable Funds, who, 
as they are not intended to affect the 
trustees’ control of their trust, should be 
renamed the Official Custodian of 
Charity Land and the Official 
Custodians of Charity Funds. 

The committee recommends that 
county councils and county borough 
councils should, subject to the consent 
of the Charity Commissioners, under- 
take reviews of non - ecclesiastical 
parochial trusts with a view to merging 
those in the same parish (where 
possible) but with possible exceptions 
for benefactions of special historic 
interest. 

The committee considers that great 
advantage would result from the 
establishment of local trusts “ having 
widely expressed objects and capable of 
exerting a stimulating influence on and 
giving guidance to the trustees in their 
area.” Such trusts are named 
“common good trusts.” And it is 
further recommended that a national 
“common. good trust” for England 
and another for Wales should be set up 
by statute, to which the Government 
should contribute an initial sum and, 
in addition, should make available 
bona vacantia annually. 


III. Trustee Investments 


Since the question of the range of 
investments permitted to trustees of 
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charitable trusts is only a part of the 
much larger question of the range 
permitted to trustees in general, and 
the whole issue is one of public policy 
extending beyond the scope of the 
committee’s inquiry, it did not examine 
the problem in detail. “‘ On the other 
hand,” says the report, “ having 
considered the evidence given to us, 
which all points in the same direction, 
we can scarcely doubt that an enlarge- 
ment of trustee investments [in general] 
is necessary and should not be delayed.” 
The committee suggests that trustees 
should be allowed to invest a part of 
their endowments in debentures and 
stocks and shares (including Ordinary 
stocks and shares) of companies. This 
would introduce flexibility, which is 
necessary to enable trustees to meet 
rapidly changing conditions, and would 
give them some protection against the 
“natural tendency” of currencies 
towards inflation. The inclusion of 
equities is regarded as essential to the 
safety of the trust fund because they 
are ultimately associated with real 
values and not with money values and 


because they “ contain the possibility 
of growth, owing to the practice 
adopted by most companies of retaining 
in the business a considerable part of 
the profits and so adding to the value 
of the equity.” The safeguards should 
be: (i) a limitation, to perhaps 
50 per cent. of the proportion of the 
fund that could be invested outside 
gilt-edged securities; (ii) a limitation 
to companies which had paid a 
dividend on their equity capital of not 
less than 4 per cent. in each of the past, 
say, ten years; (iii) a limitation to 
stocks and shares of a class issued to a 
nominal amount of not less than 
£1 million and quoted on the London 
Stock Exchange, so that the holdings 
could be easily realised; (iv) a limita- 
tion to debentures of the prior lien 
type which prohibit any charge 
ranking in priority and to Preference 
shares with no debentures or other 
Preference shares ranking in priority; 
(v) debentures and Preference shares 
should not be authorised as trustee 
investments under (iii) and (iv) unless 
they also-carry the right to be con- 


Outstanding Tax Assessments 
and Back Duty 


AT THE END OF THE FINANCIAL YEAR I95I- 
52, there was £8343 million outstanding 
on assessments to income tax (excluding 
P.A.Y.E.), sur-tax, profits tax, National 
Defence Contribution and Excess Profits 
Tax. This total was rather less than at 
the end of preceding financial years, 
despite the growth in the total of tax 
assessments. It did not, in any event, 
represent the amount that would 
ultimately become due to the Inland 
Revenue, for many outstanding assess- 
ments would later prove not to be pay- 
able, or to be entered for excessive 
sums. Allowing for this, the amount 
of the £834°3 million ultimately due 
was put by the Inland Revenue at 
£294 million ; in comparison with the 
corresponding figure (£289 million) at 
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the end of the previous financial year 
the amount ultimately due had risen 
slightly, but much less than in propor- 
tion to the rise in the total of tax 
assessments. This information is given 
by the Comptroller and Auditor 
General in his report upon the Appro- 
priation Accounts (1951-52) of the 
Revenue Departments. (Her Majesty’s 
Stationery Office, price 1s. 6d. net.) 
The attempts of the Inland Revenue 
to catch up with back duty cases are 
meeting with some success. In 1951-52 
completed investigations resulted in 
4,963 settlements, for a total of £9-47 
million, of which £2-45 million repre- 
sented penalties. In the previous year, 
there had been 2,838 settlements and 
the total charge raised was £7°47 


verted into equity shares at the optio, 
of the holder or there is a fixed and ng 
very distant date for redemption. 

Any trust, says the committe. 
should hold part of its funds in gij. 
edged fixed interest stocks, preferab) 
bearing a not very distant date of 
obligatory redemption: this allows fo 
realisation at short notice, at time 
when the equity markets might by 
depressed. 

The committee notes the illogicality 
that a trustee may not purchase certain 
Colonial or Government stocks, which 
would otherwise be authorised by 
statute, at a price exceeding 15 per 
cent. above the redemption rate or at 
any premium if the stocks are redeem. 
able in less than 15 years. British 
Government stocks, L.C.C. stocks and 
others, are authorised investment, 
however, although standing at a 
premium and whatever their redemp- 
tion date. The committee suggests that 
it be considered whether all trustee 
securities should be put on the same 
footing regarding investment at a 
premium. 


million, of which £1-74 million was for 
penalties. Over 50 per cent. of the 
inquiries undertaken in 1951-52 were 
undertaken as a result of the examina- 
tion of returns and accounts by local 
inspectors and 17 per cent. followed 
voluntary disclosure by taxpayers. Out 
of the £9°47 million, a total of £3°39 
million, covering 238 cases, was re- 
covered by the special branch of the 
Inland Revenue which investigate 
important cases involving fraud : it 
largest settlement was one of £425,000 
for back duty and penalties in respect 
of the undervaluation of stocks. 

In July, 1951, local inspector 
adopted a new procedure for settling 
back duty liabilities of small traders 
not liable to sur-tax. The aim is 
reach reasonably close estimates o 
past profits without meticulous detailed 
work and to secure the largest number! 
of settlements as quickly as possible. 
Under this procedure settlements, 10: 
cluding penalties, can be agreed by 
local Inspectors without reference © 
their headquarters. 
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TAXATION 


Excess Profits Levy—VII° 


SOME MISCELLANEOUS POINTS 


—_—__ 


Initial Allowances and ‘*‘ Mills, Factories, etc., Allowances ” 


Several writers have stated that any election made after 
April 5, 1947, under Section 7 of the Income Tax Act, 1945, 
to have initial and annual allowances instead of mills, 
factories, etc., allowances, is to be ineffective for E.P.L. 
purposes. This overlooks the opening words of Rule 3 (1) 
of the 9th Schedule of the Finance Act, 1952, which 
restricts the ineffectiveness to initial allowances only. 
Annual allowances will still be deducted in those circum- 
stances. The mills, factories, etc., allowances will be 
deducted for E.P.L. only if they are deducted for income 
tax (and therefore for profits tax) purposes. If E.P.L. 
continues until 1956 (which Heaven forbid!) an amending 
provision may be felt to be necessary. The “ appointed 
day” for this purpose may be postponed again. In the 
meantime comparison of “ like with like ” is not vitiated. 


Deferred Repairs 

It requires emphasis that Rule 12 of the gth Schedule of 
the Finance Act, 1952, is a relieving provision, to take out of 
standard years’ profits computations repairs really relating 
to earlier periods. 

Ifa claim was made to have deferred repairs spread back 
for the Excess Profits Tax, they have also been spread back 
for profits tax and do not enter into the standard profits 
computations. If, however, no such claim was made, the 
deduction for repairs may be unduly heavy, so prejudicing 
the standard. The taxpayer can therefore claim to add 
back to the standard profits of the two selected years 
the repairs charged and deduct instead a two-years’ propor- 
tion of the total expenditure from January 1, 1940 (or later 
date of starting business) to December 31, 1949. 

Rule 12 does not apply if a capital or net assets standard 
is chosen. Moreover, if a percentage of share capital is 
substituted for the profits of one standard year only one 
year’s proportion of repairs is deductible from the profits 
of the other standard year. 

Where a deferred repairs claim was made for E.P.T. 
but complete relief was not obtained, some benefit may 
follow a claim under Rule 10 of the gth Schedule to spread 
expenses into their proper periods. 


Investment Companies 

All companies must include in their profits for E.P.L. 
all investment income, even if “‘ franked ” for profits tax. 
A measure of relief is given, however, to an investment 


* Previous articles appeared in our issues of July, pages 236-7; 
August, pages 273-5; September, pages 306-7; October, pages 339-40; 
November, pages 368-9; December, page 401. 


company, i.e. a company the functions of which consist 
wholly or mainly in the holding of investments (a term 
which does not include the holding of land). 
Each of the following amounts— 
(a) the excess profits for a chargeable accounting period 
(C.A.P.) and ; 
(6) A deficiency for a C.A.P.; and 
(c) the profits for the whole period from January 1, 
1952, to the end of the C.A.P. in question, are to be 
reduced by such an amount as bears to the whole 
the same proportion as so much of its profits for the 
period in question as is attributable to sums received 
by the company by way of dividend or distribution 
of profits from other companies ordinarily resident 
in the U.K.., bears to the full amount of the company’s 
profits for the period. 
Illustration: For the C.A.P.s the calendar years 1952, 1953 and 
1954 an investment company had the following results: 


1952 1953 1954 

Dividends from U.K. 
companies ... £14,000 £18,000 £10,000 
Other investment income 42,000 45,000 40,000 
£56,000 £63,000 £50,000 

Allowable management 
expenses 12,000 14,700 14,000 
(A) E.P.L. profits .-» 44,000 48,300 36,000 
E.P.L.standard profits 33,500 36,000 39,000 
Excess Profits ... £10,500 £12,300 Defy. £3,000 


(B) Profits attributable to 
U.K. dividends : 


14,000 
56,000 


x £44,000 = £11,000 


18,000 
63,000 


< £48,300 = £13,800 


10,000 


x £36,000 = £7,200 


50,000 

(It seems that rarely would there be expenses not apportionable 

rateably between all classes of income, though it is possible that 

some foreign income would be more costly to collect. Here it is 
assumed that expenses fall evenly over all classes of income). 


1952 1953 1954 

E.P.L. at 30% + £3,150 0 o + £3,690 0 0 — £900 
Proportion of 
(B) to (A) 

thereof 787 10 oO 1,054 5 8 180 

+ £2,362 10 o + £2,635 14 4 — £720 
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The overriding limit would be ineffective so far, being— 


* Proportion applicable to 


Period to end of C.A.P. Profits U.K. dividends Balance 15% thereon 
January 1, 1952-December 31, 1952 £44,000 9) £11,000 £33,000 £4,950 
,800 
January 1, 1952-December 31, 1953 92,300 (= ad 24,800 67,500 10,125 
January 1, 1952-December 31, 1954 . 128,300 (3) 32,000 96,300 14,445 
*It should be noted that Section 52(1) refers to the proportion for the “ whole period.” 
Comparative figures: E.P.L. on excess Overriding Pay 
profits limit 

1952 ... nik ““ ies ign eb don £2,362 10 o £4,950 £2,362 10 o 
1953 2,635 14 4 53175 2,635 14 4 
Cumulative Total he £4,998 4 4 £10,125 £4,998 4 4 
1953 «-- std se are wa hiss -. — (920 O Oo 4,320 Repay 720 OO 
Cumulative Total £4,278 4 4 £14,445 


Effect of Overriding Limit 

A point exercising the minds of many auditors is whether 
they ought to make any reference in their report, in the 
absence of a note on the balance sheet, to the possible effect 
of switches from the E.P.L. at 30 per cent. on excess profits 
to the 15 per cent. limit. 

So far as the writer can see, the auditor need not worry. 
The effect of the limitation is always to minimise the 
E.P.L. payable for the C.A.P. for which the limitation 
applies. The amount of the limitation as applied to the 


profits of the C.A.P. may be offset by the increase that 


would have taken effect for previous C.A.P.s, had the same 
rate been applied, but the cumulative E.P.L. payable is 
always lessened. 


Inter-Company Dividends in Groups 

In calculating the E.P.L. profits it is provided that to 
avoid double taxation, dividends received from another 
member of the group are ignored, except in arriving at 
undistributed profits or over-distributions of profits. When 
we come to the undistributed profits, however, we find 
that dividends are to be related on the paying side to the 
C.A.P. to which they are related for profits tax, but on the 
receiving side they remain income of the year of receipt. 
Strictly, therefore, a dividend paid in March, 1952, in 
respect of the year ended December 31, 1951, would reduce 
the paying company’s undistributed profits for the period 
ended December 31, 1951, but would not enter into the 
receiving company’s calculations until 1952. With a rate 
of 12 per cent. (or 14 per cent. if the group is director- 
controlled) the loss in the group standard could be consider- 
able. We hope the Revenue will announce without delay 
a concession to meet the case. 


Another Concession Needed 


The proviso to Section 46 (2) of the Finance Act, 1952, 
has a defect. This proviso is to the effect that in arriving 
at the undistributed profits or over-distributions of profits 
of a company which started business after January 1, 1947, 
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£4278 4 4 


and which made losses between the relevent date and the 


- date 12 months before the end of the C.A.P. in question, 


losses to December 31, 1951, can be left out of account so 
far as they exceed the profits to that date. In its strict 
terms, the proviso cannot apply to the first C.A.P. It 
seems from the terms of paragraph 46 of the booklet accom- 
panying the official E.P.L. forms, however, | that 
administratively this defect will be ignored. 


Taxation Notes 


Maintenance Claims—Fire Extinguishers 


As FIRE EXTINGUISHERS ARE PROVIDED FOR USE TO PREVENT 
damage to the fabric of the building, some allowance in 
respect of servicing can be included:in the maintenance 
claim under Schedule A. Normally a reasonable amount 
would be in the same ratio that the insurance on the 
structure bears to the total insurance, including contents. 


Tax Under Schedule A 


The income tax on property is normally payable by the 
occupier, who is entitled to deduct from the rent he pays 
the lower of the income tax paid under Schedule A or 
tax at the standard rate on the annual rent. The deduction 
must be made from the next payment of rent after the 
payment of the tax. 

To meet the difficulty that arises with high rates of tax, 
it is provided that where the amount deductible from the 
rent exceeds the next payment, the occupier may defer 
payment of the excess for three months, so that it can be 
deducted from the next subsequent payment of rent. 
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Illustration: 
Rent £100 per annum payable quarterly. 


Net annual value £80. 
Tax payable January 1, 1953, 


£80 at 9/6 eee ove = £38 
Rent payable March 25, 1953 = 25 
Excess £1 3 


The occupier may pay £25 income 
tax on January 1, and produce the 
receipt in discharge of the quarter’s 
rent. The balance is due on April 1, 
1953, and is deductible from the next 
payment of rent. It is common for 
occupiers to pay the tax due on 
January 1 in time for deduction from 
the rent due on Christmas Day, and 
that due on April 1 in time for deduc- 
tion from the Lady Day rent! 


Estate Duty—Agricultural Property 


It is not always realised that the lower 
rates of duty applicable to the agri- 
cultural value of land do not apply to 
shares in a company even where these 
are valued on the net assets basis and 
the assets consist mainly of such land. 
The concession is allowed where the 
charge is on a slice of net assets under 
Section 46, Finance Act, 1940. It is 
also conceded in the case of a partner- 
ship if the land can be regarded as 
passing in specie without payment, 
eg. where under the agreement the 
surviving partners succeed, without pay- 
ment, to the deceased partner’s share, 
or where the deceased appointed his 
share to a beneficiary who, by the 
partnership agreement, becomes a 
partner. If the share in the partnership 
passes for consideration, it is personalty, 
not land, that passes, and the relief is 
not appropriate. 


Investment Companies and 
Sur-Tax 


An investment company under the 
control of five or fewer persons is 
subject to automatic direction of its 
income over the persons who would be 
entitled to it if distributed. The 
additional sur-tax which would be 
attributable to the additional incomes 
of the persons to whom it is apportioned 
is collectable from the company if 
those persons do not pay it. 

Confusion sometimes arises because, 
where the company in fact distributes 
substantially the whole of its income, 


a direction may not be made. Never- 
theless, exemption from profits tax 
arises just as if the direction had been 
made. 

If the company has estate or trading 
income as well as investment income, 
however, there is no exemption from 
profits tax. Up to December 31, 1951, 
in such cases, the profits tax is deduct- 
ible from the company’s income before 
apportionment ; as from January 1, 
1952, the gross equivalent of the 
profits tax is deductible, grossed as if it 
were a net sum after deduction of tax 
at the standard rate. Excess profits 
levy is similarly grossed and deducted. 

It is well to remember that only 
reasonable management expenses can 
be deducted, particularly in respect of 
directors’ remuneration. 


Farmers and Change of Farm 


It seems to be the Revenue view that 
a farmer who quits one farm and 
occupies another one (new to him) 
continues to carry on the same trade. 
The position must be likened to a 
trader quitting one shop and starting 
in another. 

That leads to the conclusion that: 

(a) If the farmer takes his stock and 
implements with him, the Revenue 
view is right, but (4) If he sells out at 
one farm and acquires completely 
“new ” animals and implements, etc., 
there must be cessation and commence- 
ment. (c) There is not necessarily 
succession in either farm in (6). That 
could only possibly arise if the incoming 
farmer in each case acquired the assets 
of the outgoing one. Even then, is there 
true succession? It is doubtful if there 
is a goodwill in a farm except where 


‘such a factor as a well-known herd is 


involved. If there is goodwill in a herd, 
there might be a succession to a herd 
bought by one farmer from another for 
removal to another farm! Readers’ 
comments are invited. 


Deduction of Annual Value 


While the question is primarily one 
for determination by the appropriate 
body of Commissioners we learn that 
in the Board of Inland Revenue’s view 
expenditure on repairs, etc., on an 
owner-occupied farm owned in con- 
junction with let lands should be 
treated thus: 


(1) The net annual value (N.A.V.) 
is deductible in the Case I computation 
of farm profits (Section 136 (3), 
Income Tax Act, 1952). 

(2) If a maintenance claim is made, 
the total expenditure on repairs to the 
whole estate, including the farm and 
let lands, is compared with the aggre- 
gate of the statutory repairs allowances 
of the whole estate. 

(3) Ifthe farm repairs are charged in 
the farm accounts, however, they must 
be excluded from the maintenance 
claim, as must the statutory repairs 
allowance in respect of the farm. 

The practice which had grown up 
under Schedule B, of allowing the gross 
annual value (G.A.V.) to be charged 
in the accounts where a maintenance 
claim is made (as stated in the note on 
page 197 of our June issue), has thus 
been abandoned. 

We regret this, as the result is a 
measure of double taxation, as can be 
seen from the following example: 


Farm land G.A.V. £200. Repairs 
allowance £25. 


Profits before deducting repairs 


or annual value ..» £1,000 
Repairs £180 
N.A.V. 175 

355 

Assessed profits £645 


Tax paid on £175+£645=£820. 


Profits as before ... £1,000 
N.A.V. 175 
£825 


Tax paid on £175+£825=£1,000. 
Amount going into maintenance 


claim : pod £180 
Less Repairs allowance 25 
Tax repaidon £155 


Tax therefore borne on £1,000 — 
£155= £845 
(The five years’ average for mainten- 
ance claims does not. vitiate the 
argument.) 

The former method of allowing the 
deduction of the G.A.V. put the matter 
right; now it remains wrong in prin- 
ciple, even though right in law. 

Where a farm-house is involved, the 
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position is complicated by the dis- 
allowance of at least two-thirds of the 
annual value of the house, but the 
principle remains the same. 

It is admitted that the taxpayer need 
not claim under the maintenance rules, 
though on occasion it is preferable to 
do so, but the position is curious, to say 
the least. 

It seems, however, that the strict 
law is now to be enforced. 

In this connection, it is apposite to 
look at Section 101, Income Tax 


Act, 1952, from which it seems that it 
is legally possible to include in_ the 
business accounts all repairs, etc. which 
are expended wholly and exclusively 
for the purposes of the business, and to 
include in a maintenance claim the 
other repairs, etc., allowable — there, 
though disallowed for Case I, e.g. under 
the Law Shipping rules or under Section 
101 (2). In the case of a farm, it seems 
that the repairs appropriate to the 
portion of the house not allowed in the 
Case I computation could go into a 


Recent Tax Cases 


By W. B. COWCHER, o0.B.£., B.LITT. 


INCOME TAX 


Initial allowance— Industrial building or struc- 
ture— Expenditure on preparing land to receive 
foundations —** Work which consists of cutting or 
tunnelling ’’— Income Tax Act, 1945, Sections 
1, 2, 8 (14), 14 (1). (Income Tax Act, 1952, 
Sections 265, 266, 271, 278). 


McIntosh v. Manchester Corpor- 
ation (C.A., July 14, 1952, T.R. 341), was 
noted in our issue of July last at page 240. 
By Section 14 (1) of the Income Tax Act, 
1945, the initial allowances given by the Act 
in respect of “ industrial buildings or struc- 
tures’ was not to extend to expenditure 
incurred : : 

on preparing, cutting, tunnelling or levelling 

any land 
subject to the provision that this prohibition 
was not to apply to expenditure : 

on work done on the land to be covered by a 

building or structure for the purpose of pre- 

paring the land to receive the foundations of 
the building or structure, being work which 
may be expected to be valueless when the 
building or structure is demolished and not 
being work which consists of cutting or 
tunnelling. 
There was no dispute that the work in 
question “* may be expected to be valueless ”’ 
in terms of the proviso ; but it was claimed 
that the cost of the extension of reservoirs, 
deepening of flood channels, making a new 
weir, making settling pools and constructing 
an aqueduct in so far as attributable to 
excavation was not prohibited from inclusion 
in computing the initial allowance. The 
argument was that in the context “ cutting 
or tunnelling”? meant the making of a 
“cutting” or a “tunnel ’’—nouns, and 


20 


not verbs denoting the actual work done. 
The Special Commissioners had accepted 
the Corporation’s view: but Vaisey, J., had 
reversed their decision and a unanimous 
Court of Appeal upheld him, Romer, L.J., 
saying he attached considerable weight to 
the fact that on the ordinary and most 
elementary principles of construction the 
word “ cutting” in Section 14 must have 
the same meaning in the operative part as 
in the proviso. Somervell, L.J., made an 
observation to the same effect. . 

On the wording of the section and its 
proviso the case was a pretty hopeless one; 
but why there should be such exclusion 
from allowance in the case of ** cutting or 
tunnelling ” and not in that of ** levelling,” 
or why any of these should be excluded, is 
difficult to understand. 


Company selling wagons on hive-purchase and 
also letting wagons out on hire—Whether one or 
two businesses—Whether letting on hire assess- 
able under Case VI and not under- Case I— 
Income Tax Act, 1918, Schedule A, No. 1, 
General Rule; Schedule D, Cases I and I, Rule 5 
—Finance Act, 1919, Section. 18—Rating: and 
Valuation Act, 1925, Section 24, Schedule III— 
Finance Act, 1936, Section 22 (Income Tax Act, 
1952, Section 474.) 

North Central Wagon and Finance 
Company, Ltd. v. Fifield. (Ch. October 8, 
1952, T.R. 393) was a case in which the 
appellant company had both sold wagons 
on hire-purchase and let wagons out on 
simple hire; but both sides of the business 
were carried on by the same staff and under 
the same roof. The wagons for letting out 
on hire had been acquired by the Road 


maintenance claim, but that the rp. 
pairs allowance on the whole houg 
would probably be deductible ‘rom the 
average expenditure. 

It is also apparent that a taxpayer gp 
minded could charge repairs of one 
year in his accounts and those of the 
next year in a maintenance claim or 
the other way round. Such “ chopping 
and changing” would be unlikely to 
* pay” and cannot be recommended : 
the same expenditure obviously cannot 
be included in both! 


‘Transport Executive, and it was claimed 
that there had resulted the permanent 
discontinuance of one of two businesses 
carried on by the company. The General 
Commissioners had held that there was only 
one business and Harman, J., upheld their 
decision as a finding of fact supported by 
evidence. 

Up to the passing of the Rating and 
Valuation Act, 1925, the relationship of 
machinery to rateable value was despite, 
and it might even be said largely because of, 
extensive litigation in such an unsatisfactory 
state that remedial legislation was urgently 
needed. By Section 24 of the Act, in 
arriving at rateable value no account was 
to be taken of any plant and machinery 
other than that specified in the third 
Schedule. There was at the time no change 
made in the income-tax law and it was not 
until ten years later that Crawford v. R. S. 
Hudson, Lid. (1935, 14. A.T.C. 146 : 19 T.C. 
434)—a case where the respondent com- 
pany appealed upon the ground that it 
Schedule A assessment was too low—showed 
that, unwittingly, the 1925 Act had des- 
troyed the substantial uniformity which had 
previously existed between annual values 
for rating and Schedule A. — This was 
promptly remedied by Section 22 oi 
Finance Act, 1936 (now Section 47 of 
I.T.A., 1952) and thenceforward non- 
rateable machinery was to be excluded 
from annual value under Schedule 4. 
Subsection (1), however, had it stood alone, 
would have meant a loss of revenue in 2 
case where, say, a factory let at £1,000 per 
annum included in the lease non-rateable 
machinery of, say, £300 annual value. By 
subsection (2) it was, therefore, provided 
that this £300 was to be deemed a profit 
assessable under Case VI of Schedule D. 
The wording of the subsection, if considered 
apart from the context, was, nevertheless, 
wide enough to apply to all lettings of non- 
rateable machinery, whether rateable or not 
prior to 1925, e.g., to the wagons over which 
the case arose or, say, to perambulators oF 
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typewriicrs. Harman, J., applying the legal 
principl« that every statute has to be con- 
strued secundum subjectam materiam held that 
the operation of subsection (2) was confined 
to filling the gap created by subsection (1). 
To argue to the contrary would seem to 
have required a good deal of what lawyers 
call “ courage.” 


Profession — Barrister — Profession carried on 
partly in London and partly at home—Expenses 
of travelling between London and home— Whether 
deductible-—During vacations work done mainly 
at home with occasional visits to London— 
Whether cost of travelling during vacations deduct- 
ible—Income Tax Act, 1952, Section 137 
‘Income Tax Act, 1918, Schedule D, Cases I and 
II, Rule 3)—Income Tax Act, 1952, Schedule IX, 
paragraph 7. (Income Tax Act, 1918, Schedule 
E. Rule 9.) 

Newsom v. Robertson (C.A. October 
13, 1952, I'.R. 401) was the subject of an 
extended note in our issue of October last 
(page 343). The appellant was a barrister 
who, like most practising barristers, did a 
large part of his work in his study at his 
home which was at Whipsnade, but, except 
in vacations, travelled daily to and from his 
chambers in Lincoln’s Inn. During vaca- 
tions most of his work was done at home 
with occasional visits to his chambers. He 
had claimed the whole cost of travelling 
between London and Whipsnade and, as an 
alternative minor claim, the cost of travel- 
ling during vacations when his home was 
alleged to be his professional base. Whilst 
under Schedule D a deduction to be admis- 
sible, unlike in the case of Schedule E, need 
not be a sum which a person is “ necessarily 
obliged ” to incur, it has, nevertheless, to be 
one “ wholly and exclusively laid out for 
the purposes of . . . the profession,” and the 
Special Commissioners, whilst refusing the 
major claim, had allowed the minor one 
upon the ground that during vacations his 
professional base was at Whipsnade. Danck- 
werts, J., had found for the Crown on both 
points; and a unanimous Court of Appeal 
upheld his decision, all three L.J.J. giving 
separate judgments which differed in some 
respects. 

Somervell, L.J., in the course of his 
judgment, adopted the always risky course 
of giving an opinion upon a hypothetical 
case with facts differing from those of the 
case before him: 


the following would be, I think, a fair example 
of the type of case to which Mr. Tucker 
would assimilate the present. A . . . solicitor 


has two places of business, one at Reading 
and one in London. He normally sees clients 
and does his professional work at Reading up 
till noon and then comes to London. He 
may live at Reading or in London or at 
neither. 


I would have agreed with Mr. 


Tucker that the journeys to and fro between 
Reading and London were deductible within 
the rule. 


Many provincial solicitors live either 
over their offices or in close proximity to 
them. Assuming the position to exist of a 
solicitor living and having an office at 
Reading and also another office in London, 
and taking the case of a man working in 
the morning in Reading until noon and 


then going to London in the afternoon, it is . 


obvious that the question where he has 
lunch at home differs from that where he 
has lunch out. Again, what would be the 
position if he went to London in the 
morning instead of the afternoon, but called 
at his office on his way to the station? 
Although obditer, the Lord Justices’ dictum 
would seem to be embarrassing to the 
Revenue. Denning, L.J., held that the 
appellant’s base was his chambers and 
founded his judgment on this conclusion, 
saying, inter verbos: 


His home was no more the base of his opera- 
tions than was the train by which he travelled 
to and fro. . . . His professional base was, 
throughout, in Lincoln’s Inn, and did not 
cease to be so simply because he rarely went 
there during the vacation. 


The judgment of Romer, L.J., was, for 
the most part, based on the same test as 
that suggested in the writer’s previous note. 
Given that Lincoln’s Inn was the base of 
operations, it could scarcely be held that the 
cost of the journey to Whipsnade was 
incurred in carrying on the profession and, 
if so, the cost of the return journey was 
equally inadmissible. Leave to appeal to the 
Lords was refused. 


Profession—Doctor in National Health Service— 
Contributory Pension Scheme—Payments by Min- 
ister of Health to doctors not within pension 
scheme, whether income from profession— Whether 
an annual payment. 


Leahy v. Hawkins (Ch. October 17, 
1952, T.R. 419) arose out of the National 
Health Service Act, 1946, and the Regula- 
tions made thereunder. By the National 
Health Service (Superannuation) Regula- 
tions, 1947 (No. 1755) provisions were made 
for contributory superannuation benefits for 
all the various kinds of officers in the service, 
the essence of the matter being that the 
officer was to contribute 6 per cent. of his 
current remuneration whilst the Ministry 
was to contribute 8 per cent. A large class 
of doctors brought into the health scheme 
had, however, already made provision for 
their old age and double provision, if 
insisted on, would have been unfair. So 
by paragraph 38(3)(m) of the Regulations 
it was provided that, where a person holding 
a contract or policy of assurance with any 
of the life assurance companies became a 


practitioner on the appointed day and so 
requested within three months thereafter, 
the Minister might agree to his exclusion 
from the official scheme and, subject to 
the terms and conditions determined by 
the Minister, the latter should in that event 
pay him as a contribution towards the 
maintenance of his contract or policy an 
amount equal to 8 per cent. of his remuner- 
ation. The appellant had availed himself 
of the right so given and had received 
certain sums as the result thereof. The 
Special Commissioners had held that he 
was not liable under Case II of Schedule D, 
the said sums not being profits of the pro- 
fession, but was liable under Case III. 
Both sides had appealed, the taxpayer 
alleging that the decision was right under 
Case II, but wrong as to Case III, whilst 
the Crown alleged that if not caught by 
Case II or Case III there was liability under 
Case VI. Harman, J., affirmed the decision 
of the Special Commissioners. 

He held that the payments were not part 
of his professional remuneration but were 
part of a bargain to keep him out of the 
benefits of the pension scheme and in order 
to attract him to the service. As regards 
Case III he held that the Commissioners 
were correct in rejecting the contention that 
the payments made by the Minister were 
voluntary in nature and on_ personal 
grounds, it not being disputed that once the 
appellant had exercised the option the 
Minister was bound to make a payment 
which, in the ordinary course, would recur 
annually. They were, therefore, “* annual 
payments * payable “ as a personal debt or 
obligation by virtue of any contract” and so 
within Rule 1(a) of Case III. It had been 
contended for the appellant that the pay- 
ments were not “pure income profit,” 
to use the words of Lord Greene in re 
Hanbury (1939, 20 A.T.C. 333); but the 
judge declared: 


I hesitate to follow other Judges along the 
slippery slope of trying to define what these 
words mean 


and, as these words, like others of recent 
years, are being very much overworked, he 
may, respectfully, be congratulated. He 
refused to recognise any relation between 
the appellant’s “liability to the insurance 
company *’—surely “ liability ’ was scarcely 
the right term—and the 8 per cent. paid 
by the Minister. . 


SPECi1AL CONTRIBUTION 


Investment income—Rent of farm paid by farmer 
to his wife—Whether for purposes of Special 
Contribution income of the farmer—Rent paid to 
farmer by farm partnership in which he is partner 
— Whether investment income of farmer—Income 
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Tax Act, 1918, Schedule D, Cases I and Il, 
Rule 10—Finance Act, 1948, Sections 47, 48, 49, 
50. 


Worth v. C.I.R. (Ch. October 9, 1952, 
T.R. 397) was a case which involved two 
points, although, incidentally, it also 
showed up a fundamental economic fallacy 
in the income-tax system. Appellant was a 
large farmer who occupied a farm of which 
his wife was tenant for life under a settle- 
ment. The amount of the rent had been 
disregarded for income tax purposes but 
deduction had been made of the Schedule A 
assessment. By Section 47 (1) of Finance 
Act, 1948, the Special Contribution was 
imposed on individuals whose total income 
for 1947-8 exceeded £2,000 and whose 
investment income for that year exceeded 
£250. By Section 48, “ income from any 
source and total income ”’ had to be ascer- 
tained as for sur-tax. It was, however, con- 
tended that by Section 49 (1) “* investment 
income *’ was to mean income other than 
** earned income ” whilst by Section 49 (2) 
(6) income arising to traders from property 
occupied by them and used for trade pur- 
poses was to be excluded. The Crown 
contended that the annual value of the 
farm was the income of the wife and did not 
arise to the appellant; whilst for the latter it 
was contended that as the said annual value 
was deemed to be the appellant’s income 
for sur-tax it must be so deemed for the 
purposes of the Special Contribution. The 
Special Commissioners upheld the Crown’s 
argument and Harman, J., affirmed their 
decision upon the grounds that “ the simple 
fact is that it does not arise to him.” 

The second point was no less interesting. 
The appellant was in partnership with his son 
and the firm paid a rent to him of £1,700 
per annum. Under the partnership deed 
he received four-fifths of the profits. Under 
English law a firm is not a legal person and 
** it is not a partnership firm which carries 
on trade but its individual members who 
carry it on in partnership” although, as 
was shown in Ex parte Gibbs (1942, A.C. 402, 
21 A.T.C. 1, 24 T.C. 221), there is a degree 
of inconsistency in the treatment of firms 
for income-tax. The Special Commissioners 
had decided in favour of the appellant but 
Harman, J., reversed their decision, uphold- 
ing the Crown’s view that for the exemption 
under Section 49 (2) to apply an identity of 
payor and payee was required and that it 
did not exist where one or more persons 
owned the property and a different set 
paid the rent and carried on the trade. 

In so far as business property is concerned 
the income-tax dividing line between 
“earned”? and “‘unearned”’ income is 
factually unreal. If the owner-occupier of 
an English farm makes an economic profit 
of £4,000 in a year, of which £1,500 is 
assessed under Schedule A and £2,500 
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under Schedule D, only the latter is “earned.” 
If, by some miracle, the same farm were 
transferred abroad but were still managed 
by its English owner, there being no 
Schedule A assessment, the whole £4,000 
would be “earned.” All rent or annual 
value of such property has to be earned by 
someone and a real dividing line between 
“earned”? and “unearned” only exists 
where and to the extent that the benefit 
accrues other than to the earner. 


ESTATE DUTY 


Settlement of shares in company—Death of 
settlor within five years— Provision in company’s 
articles enabling company to acquire its own 
shares— Undated agreements for trustees of settle- 
ment to purchase estate and works of art and 
other chattels by surrender of shares in company— 
Whether agreements delivered in escrow — Agree- 
ments to take effect in event of special danger to 
settlor’s life before end of five years from date of 
settlement — Sudden death of settlor before end of 
five years’ period and before agreements dated— 
Agreements subsequently dated as having been 
executed on day of death— Whether agricultural 
relief available—Whether works of art and 
chattels while unsold entitled to exemption— 
Finance Act, 1894, Section 2 (1) (c), Finance 
Act, 1946, Section 47—-Finance Act, 1949, Sec- 
tion 28 (1)—Finance Act, 1930, Section go— 
Finance Act, 1950, Section 48. 


In Re The Duke of Devonshire’s 
Settlement (Ch. July 31, 1952, T.R. 375) 
was a case with extraordinary features of an 
unpleasant nature reflecting upon all the 
persons concerned in certain transactions. 
But, although Vaisey, J., did not mince his 
words, he also recognised that the attempt 
at deception which had been revealed was 
something more than a vulgar scheme of 
tax avoidance for the sake of personal gain 
and was also an attempt to preserve intact 
what had long been regarded as a great 
national possession. The Chatsworth Estates 
Company, an unlimited company, had been 
incorporated in 1926 in the lifetime of the 
ninth Duke, the father of the deceased, and 
to it had been transferred, in consideration 
of the allotment of shares in the company, 
the ancestral and other estates and the 
works of art and chattels belonging to 
the dukedom. These shares the ninth 
Duke had subsequently given to the 
deceased who was the tenth Duke. On 
April 1, 1946, the shares in question, to- 
gether with other shares, were transferre 1 by 
the deceased to the trustees of a settlement, 
so that for the disposition to escape liability 
to death duties it was necessary for him to 
live until March 31, 1951. Unfortunately, 
he died on November 26, 1950, and, as a 


consequence, estate duty became payable 
on the whole of the settlement as existing a 
the date of death. The issue in the case was 
as to what in the peculiar circuinstance 
was comprised therein. 

The system by which an estate of such a 
nature is transferred to a company in ex. 
change for shares has great advantages, both 
fiscal and otherwise, but it also has its drawe 
backs. If at the date of death the deceased 
held shares instead of the assets held by the 
company then, so far as the landed estates 
were concerned, the advantage of the 
differential rates of Estate Duty applicable 
to agricultural property by Section 28 (1) 
of Finance Act, 1949, would be lost and, 
additionally, the exemption, whilst unsold, 
accorded to objects of national, scientific, 
historic, or artistic interest by Finance Act, 
1930, Section 40 and Finance Act, 1950, 
Section 48, would also not apply. The 
danger of death before five years was un- 
avoidable ; but an ingenious scheme had 
been devised so that even if this happened 
the lesser reliefs above-mentioned would be 
retained and also so that until the critical 
date there should remain the practical 
advantages arising from the estates, etc., 
being held by the company. On March 14, 
1946, two agreements were prepared, one 
relating to the estates the other to the works 
of art and other chattels. By these, the 
company was to sell and the trustees to 
purchase these assets for £1,540,000 and 
£310,000 respectively, and the company, 
as authorised by its constitution, was to 
accept the surrender of shares of the same 
par value in satisfaction. These agreements, 
although signed and stamped, were undated 
and would apparently have been inopera- 
tive if the deceased had died after the 
expiration of five years from the date of his 
settlement. There was, however, it was 
alleged, a secret clause whereby if the life 
of the deceased was in special danger before 
the said expiration, the solicitors to whom 
the said agreements had been entrusted 
should date them to the intent that in the 
event of death the deceased, as from the 
inserted date, would have been the equit- 
able owner of the estates, chattels, etc., and 
not of the shares in the company. Unfor- 
tunately for the plan, the deceased died 
suddenly and unexpectedly upon November 
26, 1950, whilst the agreements were still 
undated ; but, four days afterwards, foliow- 
ing reference to counsel, they were dated 
November 26, 1950. 

In giving judgment for the Crown, 
Vaisey, J., remarked : 


This casual way of regarding the insertion 
of false dates as a matter of no importance }, 
in my view, highly undesirable if not actually 
reprehensible ; 


and every reader of this note will be able to 
form his own opinion upon this aspect of the 
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matter, although he will also probably re- 
the possible consequences of the de- 
cision in the same light as did the Judge. 


Disposition inter vivos by way of settlement— 
Transfer of £5,000 to trustees—Sum or invest- 
ments representing the same to be held for trust 
urposes—Investment in shares in company 
controlled by settlor—Death of settlor within five 
years— Whether property taken under disposition 
to be valued as at date of death, £5,000 or the in- 
vestments representing same—Customs and Inland 
Revenue Act, 1881, Section 38(2)—Customs and 
Inland Revenue Act, 1889, Section 11(1)— 
Finance Act, 1894, Sections 2(1)(c), 7(5)—Fin- 
ance (1909-10) Act, 1910, Section 59(1)— 
Finance Act, 1940, Section 55—Finance Act, 
1946, Section 47. 

Hetherington’s Trustees v. Lord 
Advocate (Court of Session, Inner House, 
October 10, 1952, T.R. 407) arose out of 
a settlement made by the deceased on 
December 19, 1946, in favour of a daughter. 
Trustees were appointed, of which the 
settlor was one and, to quote the deed: 


I provide and declare that the trust fund 
consists of the sum of five thousand pounds 
sterling . . . which, or investments representing 
the same, shall be held and applied for the 
trust purposes. 

The trustees were given most ample 
powers of investment and, in particular, 
were authorised to invest in companies in 
which the settlor was interested, including 
Creamola (England) Ltd., in which he had 
a controlling interest. On December 21, 
1946, the solicitors of the trustees applied 
for new shares of this company and on 
December 24, 1946, the settlor gave the 
said solicitors a cheque for £5,000. The 
latter sent their own cheque for this amount 
and 5,000 shares of £1 at par were allotted 
to the trustees. This was the sole investment 
made by them. The deceased died on 
February 5, 1948; and, as five years had 
not elapsed since the date of the gift, it had 
to be included in the property deemed to 
pass on the death and valued as at that date. 
The £1 shares were then worth 37s. and the 
main question was whether the amount to 
be included in the estate was the original 
£5,000 in cash, the value of which in law 
remained constant, or the value of the trust 
fund, £9,250. By a majority, the Court 
held that it was the trust fund as existing 
and valued as at the date of death which 
had to be included. 

By Section 38(2) of the Customs and 
Inland Revenue Act of 1881: 


The personal property to be included . . . 
shall be . . . any property . . . taken under a dis- 
Position . . . as an immediate gift inter vivos . . . 


and by Section 2(1)(c) of the Finance Act, 
1894, this was to be deemed to be property 
passine on the death. In Strathcona v. CI.R. 


(1929, S.C. 800 ; 8 A.T.C. 233), it had been 
held that where specific shares were trans- 
ferred it was those shares which fell to be 
valued as at the date of death irrespective 
of the fact that they were no longer held 
by the donees. Nevertheless, in that case the 
Lord President and Lord Sands, although 
arriving at the same result, had divergent 
views. In the other important case, in 
Re Payne (1940, 2 A.E.R. 115; Ch. 576; 
19 A.T.C. 142), which went to the Court of 
Appeal, whilst there was unanimity that the 
value of the trust fund as existing at the 
date of death had to be included in the 
estate of the deceased: there were again 
variations of judicial opinion. In the case 
under review, the difference of opinion was 
between Lords Thomson, Patrick, and 
Mackintosh, who agreed that it was the 
trust fund which fell to be valued and that the 
“property taken” was not £5,000 but 
£5,000 plus the obligations imposed by the 
deed, and Lord Mackay, who considered 
that the “‘ property taken” was that which 
the deceased parted with, namely, only 
£5,000 in cash. Each of the judges gave a 
separate judgment, that of Lord Mackay 
being marked by the close reasoning so 
often met with in the Court of Session 
judgments. Whichever principle is finally 
established will cut both ways; and it would 
seem that although, on balance, the 
Revenue view might produce more tax it 
would also create fewer cases of individual 
hardship. 


EXCESS PROFITS TAX 


Appeal—Assessment increased on appeal—Case 
demanded by appellant—Tax payable on assess- 
ment as increased—Writ for the amount—Judg- 
ment under Order XIV—Whether procedure 
under Income Tax Act, 1952, applicable— 
Income Tax Act, 1918, Section 149—Finance 
(No. 2) Act, 1939, Section 21, Finance Act, 1937, 
Schedule V, Part II, paragraph 4—Income Tax 
Acts, 1952, Sections 64(10), 529(5), 531 
Mayfair Circuit (Control) Ltd. v. 
C.1.R. (C.A., October 27, 1952, T.R. 425) 
was one of the crop of cases to be expected 
from the consolidation of Acts effected by 
the Income Tax Act, 1952. The appellant 
company had appealed to the Special 
Commissioners in respect of Excess Profits 


. Tax and on appeal the amount of tax had 


been increased. A case had, however, been 


demanded by the appellant company. By 
Section 64(10) of the Income Tax Act, 


1952: 


Notwithstanding that a case has been required 
to be stated or is pending before the High 
Court, tax shall be paid in accordance with 
the assessment of the Commissioners who 
have been required to state the case. 


A provision which is testimony that at 


least since the Taxes Management Act, 
1880, the Revenue have realised that the 
primary object of a taxing Act is to collect 
money and to do this quickly. The argu- 
ment for the appellant company was that 
Section 64(10) had not been made applic- 
able to Excess Profits Tax, although it was 


not disputed that Section 149 of the 
Income Tax Act, 1918, by virtue of 
Section 21 of Finance (No. 2) Act, 1939, 


had been made to apply. Section 149 of 
the 1918 Act had, however, been repealed 
by the Income Tax Act, 1952, Schedule 25; 
and the adaptation provisions contained in 
Section 531 of the 1952 Act were only 
expressly concerned with ‘* The continuity 
of the operation of the law relating to 
income tax and the profits tax,” no 
mention being made of the Excess Profits 
Tax. There was, therefore, a hiatus which 
could not be filled; and Pearson, J., was in 
error in making an order for payment under 
Order XIV of the Rules of the Supreme 
Court. A unanimous Court of Appeal 
rejected the contention, it being found that 
Section 531 had made Section 64/10) applic- 
able to the Excess Profits Tax, Somervell, 
L.J., giving the only judgment. 

Section 531 will scarcely commend itself 
to the author of Plain Words; but the follow- 
ing would seem to be the logic of the decision. 
By the Finance Act, 1937, Schedule V, 
Part II, paragraph 4, Section 149 of the 
1918 Act was to apply to the National 
Defence Contribution, now the profits 
tax. By Section 21 of the Finance (No. 2) 
Act, 1939, the said paragraph was to have 
effect with regard to the Excess Profits Tax. 
By virtue of the continuation provisions of 
Section 531 of the Income Tax Act, 1952, 
Section 149(4) of the Finance Act, 1918, 
now Section 64(10) of the 1952 Act, 
remained operative for Excess Profits Tax. 
As regards this conclusion, although the 
case would seem to be entirely devoid of 
ethical merit, to the present writer it seems 
as if similar reasoning would equally apply 
in the case of the Profits Tax and, if so, it is 
difficult to see why Section 531 expressly 
refers to “‘ income tax and the profits tax ”’ 
instead of “‘ income tax ”’ alone. 


ENTERTAINMENT DUTY 


Entertainment Duty— Series of football matches — 
One sum paid for book of tickets of admission to 
reserved seats—Sum an aggregate of cost of 
tickets charged at fixed prices per ticket —- Whether 
payment of a “lump sum” —Finance (New 
Duties) Act, 1916, Section 1—Finance Act, 
1944, Section 3—Entertainment Duty Regula- 
tions, 1921. 

Commissioners of Customs and 
Excise v. Queen’s Park Rangers Foot- 
ball and Athletic Club, Ltd. (Q.B., July 
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30, 1952, T.R. 383) involved a simple but 
interesting point, namely, whether the aggre- 
gate of separate sums of money paid in one 
amount constituted a “ lump sum ” within 
Section 1 (4) of the Finance (New Duties) 
Act, 1916. By Section 1 (1) a graduated 
duty was imposed upon all payments for 
admission to entertainments unless specially 
exempted. For reasons, probably, of con- 
venience, it was provided by Section 1 (4) 
that : 


where the payment for admission . . . is made 
by means of a lump sum paid . . . for a season 
ticket or for the right of admission to a 
series of entertainments or to any entertain- 
ment during a certain period of time the 
entertainments duty shall be paid on the 
amount of the lump sum. 


Applying the provisions, if the payment, 
exclusive of tax, was 2s. 4d. then, with ed. 
tax, the charge would be 2s. 6d. whilst if 
4s. gd. exclusive of tax 3d., the charge would 
be 5s. If, however, the payment, exclusive 
of tax, exceeded 7s. 6d. then 1s. was charged 
up to 12s. 6d. and, thereafter, 1s. for every 
ios. or part of 10s. The respondent club 


‘ 


charged for centre stand seats 5s. for Foot- 
ball League matches, 2s. 6d. for Football 
Combination matches and ts. 6d. for mid- 
week matches, in each case inclusive of tax. 
(Other prices were charged for wing stand 
seats.) If. however, a subscriber was pre- 
pared to take tickets for the whole playing 
season, books of transferable tickets were 


issued to him at an aggregate charge of 


£6 6s. arrived at by charging 3s. 6d. for 
each of the 21 Football League matches 
and ts. 6d. for the 35 other matches. If the 
duty payable were calculated on each ticket 
separately the aggregate would have been 
11s. 1d., whereas if charged under Section 1 
(4) the tax on £6 6s. would amount to 12s. 
In other words, in this instance the scale 
under Section 1 (1) of the 1916 Act dis- 
criminated against “ seasons.”’ In 1944, the 
position was alleviated by Section 3 of the 
Finance Act in cases where : 
the person making the payment could have 
obtained the same rights of admission . . . by 
making separate payments of ascertained 
amounts in respect of all those entertainments. 


In these cases the duty was not to exceed 


Tax Cases—Advance Notes 


By H. MAJOR ALLEN 


Court oF AppeAL_ (Evershed, 

Denning and Romer, L. JJ.) 
In Re Downshire Settled Estates 
and In Re Blackwell’s Settlement 
Trusts. December 17, 1952. 

Facts.—The facts in these cases, and the 
judgment of Roxburgh, J., in the Chancery 
Division, were noted in AccounTANCy for 
November, 1952 (Legal Notes, page 380), 
under the name of Re D’s Settled Estates and 
Re B’s Settlement. 

Decision.—The Court of Appeal held that 
the transactions proposed were for the 
benefit of the persons interested under the 
settlements and that the Court should 
sanction them under its inherent, as well as 
under its statutory, jurisdiction (under 
Section 57(1), Trustee Act, 1925, or 
Section 64(1), Settled Land Act, 1925). 
That jurisdiction extended to sanctioning 
compromises (which these were) although 
not to altering beneficial interests under a 
trust. 


M.R., 


Cuancery Division (Harman, J.) 
A. & J. Mucklow, Ltd. v. C.I.R. 


November 26, 1952. 
Facts—As part of a scheme of recon- 
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struction, M. Ltd., a company to which 
Section 21, Finance Act, 1922, applied, 
transferred its business to a new company 
and was wound up. In the liquidation, cash 
was distributed to the shareholders, who 
used it to finance the new company. On 
appeal against Section 21 directions in 
respect of the penultimate and _ final 
accounting periods of M. Ltd., the 
Special Commissioners found 
that avoidance of sur-tax formed no part 
of the objects of the reconstruction, and 
they accordingly discharged the direction 
in respect of the penultimate period; but 
they confirmed the direction in respect of 
the final accounting period, having regard 
to the terms of Section 31 (4) of the Finance 
Act, 1927. They held that the company 
had not acted unreasonably in withholding 
income from distribution, apart from the 
special considerations introduced by Section 
31, but that they were bound by the decision 
in the case of Collier @ Sons, Lid. v. CLR. 
(1932, 18 T.C. 83), to confirm the direction. 


Decision.—Held, that the Commissioners 
were not bound by Collier’s case to make an 
““ automatic ”’ direction in respect of the 
final accounting period of a company, 


the total sum payable if separate paymeny 
had been made. It was not contended tha 
this relief was applicable in the circum, 
stances of the case and, in fact, Lloyd-Jacob, 
J., held that it was not. It was, howeve, 
contended that the payments of £6 6s. wer 
not “lump sums”; and the judge upheld 
the contention. Speaking of the term 
“Jump sum,” he said : 
In my judgment it is used in contradistinetion 
to the word “‘ aggregate” and it applies jo 
cases where the creation of the total sum can. 
not be directly referred to both the number 
of individual items to be included in the 
whole and the individual values at which 
each such item must be assessed. Both of 
these features, that is to say, the number of 
items and the value of each item, may be 
features in the estimation of the lump sum, 
but unless the sum can be directly equated in 
terms of number and individual value s0 as 
to become an aggregate sum, it is in my 
judgment a lump sum. 
and this dictum would seem to be of 
importance as not being restricted in its 
application to the special legislation under 
consideration. 


although in most cases it might be difficult 
to see how it could be reasonable to refrain 
from a distribution in respect of such a 
period. The case was remitted to the 
Special Commissioners to reconsider the 
matter, with an indication that the financial 
needs of the new company were irrelevant. 


Prior v. George Martin (Fulham) Ltd. 
December 1, 1952. 


Facts.—On April 1, 1944, M. sold certain 
plant to a company which he controlled. 
The sale price was £1,500, being the open 
market value of the plant at the time of sale. 
It was agreed that the “ limit of recharge ” 
in relation to the plant was £915. The 
Revenue contended that by virtue of 
Section 59 (2) and (3), Income Tax Act, 
1945, the wear and tear allowances on the 
plant for the years 1946-47 et seg. were to be 
computed by reference to the “ limit of 
recharge,” and not to the cost of the 
company of the plant. The Special Com- 
missioners, on appeal, upheld the company’s 
contention that the 1945 Act could not have 
effect by relation to events occurring prior 
to the fiscal year 1945-46. 

Decision.—Held, that in a proper case the 
effect of Section 59 could be to restrict a 
wear and tear allowance by reference to 
events occurring prior to the passing of the 
1945 Act, but that, since the sale was made 
at the open market price, the case was 
governed by the decision of Court of 
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Session in Wilsons (Dunblane), Lid. v. C.I.R. 
(31 A.T.C., 339). Since the plant had not 
peen sold at a price other than that which it 
would have fetched had it been sold in the 
open market, the provisions of Section 59 
(2) were inapplicable and the company was 
entitled to a wear and tear allowance based 
upon the full cost to it of the plant. (Note: 
It is understood that the decision in Wilsons 


(Dunblane), Lid. is under appeal to the 


House of Lords). 


J. Bolson & Son, Ltd. v. Farrelly. 
November 28. 1952. 

Facts.—The facts in this case do not lend 
themselves to convenient summary, but 
briefly stated they were as follows. The 
appellant company had, prior to the war, 
carried on the business of carrying 
passengers by motor-boat for trips off the 
beach at a seaside resort. During the war 
years, while the previous business was 
necessarily suspended, the company engaged 
in the construction of boats, etc., for the 


Admiralty. After the war, it acquired 
certain ex-naval and other craft which it 
adapted for its own civil use. Several boats 
were bought at different dates and resold 
after reconstruction. The Commissioners, 
on appeal against assessment in respect of 
the profits arising out of the sales, accepted 
explanations given to them as to the 
circumstances in which the sales were made 
and discharged the assessment. 

Decision —Held, that there was no 
evidence upon which the Commissioners 
could properly have come to their 
conclusion, and that accordingly the appeal 
the assessments 


must be allowed and 
restored. 
Morgan v. Tate & Lyle, Ltd. 


December 18, 1952. 

Facts.—The company, whose business 
consisted in sugar refining, became appre- 
hensive that nationalisation of the sugar 
refining industry would become part of the 
Labour Party’s official programme, and 


decided to take every legitimate step to 
oppose it. On March 31, 1949, the company 
agreed with Aims of Industry, Ltd., to 
appoint the latter company its public 
relations officer and advertising agent for 
five years at a fee of £5,000 p.a., and to 
deposit £75,000 to the credit of a joint 
account to meet expenditure recom- 
mended by Aims of Industry, Ltd., and 
approved by the company. £29,398 of that 
sum was expended in the year ended 
September, 1949, upon advertising, of 
which £15,340 was in respect of an “anti- 
nationalisation” campaign. The Revenue 
contended that the £15,340 was not 
deductible in computing the company’s 
taxable profits. 

The City of London Commissioners 
found that the sum in question was wholly 
and exclusively laid out for the purposes of 
the company’s business, and was an 


admissible deduction. 
Decision.—Held, that the Commissioners’ 
decision was correct. 


The Student’s Tax Columns 


Ir WILL ASSIST THE STUDY OF THE NEW TAX TO GET A FEW 
salient features fixed in the memory. This article is aimed 
at the highlights! 

Businesses Liable. All trades and business carried on in the 
United Kingdom by a company or other body corporate 
or by an un-incorporated society; and all trades or 
businesses carried on elsewhere by a company, etc., 
ordinarily resident in the United Kingdom. Investment 
or property-holding companies are included. 

Starting Date. January 1, 1952. If accounts are made up 
to a date other than December 31, the profits for the 
accounting period (A.P.) are computed, then the propor- 
tion from January 1, 1952 to the end of the A.P. becomes 
the profits of the first chargeable accounting period (C.A.P.) 

Excess Profits. These are the excess of the profits of the 
C.A.P. over a standard profit. 

Standard profits: A business in existence on January 1, 
1947, has the following alternative standards; 


(1, Astandard based on standard years (which are calendar years). 
Where necessary, the profits of A.P.s must be split to arrive at 
the profits of calendar years. The alternatives are: 

(A) Half the profits of 1947 and 1948; or 

‘B). ys “es ss ss 1947 and 1949; or 

(C) , » 5, 1948 and 1949. 

In each pair of years, there may be substituted for the profits 


EXCESS PROFITS LEVY 


of one year, 8 per cent. on the average paid-up share capital 

of that year. 

(2) A standard based on 10 per cent. of the paid-up share capital 
at either December 31, 1946, or December 31, 1951. 

(3) A standard based on 8 per cent. of the excess of the value 

of its assets over liabilities at either December 31, 1946, or 

December 31, 1951. 


If the company is director-controlled, all the above 
percentages are increased by two, i.e. 8 per cent. becomes 
10 per cent., 10 per cent. becomes 12 per cent. ’ 

Amendments of Basic Standards. (1) Capital changes. 
The basic standard is increased by 12 per cent. (14 per cent. 
in a director-controlled company) of any new capital 
raised (decreased likewise for capital repaid) after the end of 
the selected standard years or December 31, 1946 or 
December 31, 1951, according to the basic standard 
selected. (If the increase or repayment of capital is 
during the standard years and a standard year basis is 
selected, the percentage is reduced to the proportion of 
12 per cent. (or 14 per cent.) that the time elapsed since the 
beginning of the first selected standard year bears to two 
years. If the increase or repayment is in the C.A.P., the 
percentage is reduced to the proportion of 12 per cent. 
(14 per cent.) that the period after the increase or repay- 
ment bears to the length of the C.A.P.) 
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the C.A.P. 


reduced by 12 per cent. (14 per cent.) on the excess. 
The relevant dates are— 


Standard based on standard year: 
1947 and 1948 — July 1, 1947 
1947 and 1949 — January 1, 1948 
1948 and 1949 — July 1, 1948 
Standard based on capital or net assets at: 
December 31, 1946 — January I, 1947 
December 31, 1951 — January 1, 1952 


Minimum Standard. This is £5,000 for a year. There are 
no variations for changes in capital or accumulated profits. 

Effect of Borrowed Money. Where the standard is based on 
profits of standard years, there is added 4 per cent. on the 
excess of the average borrowed money of the C.A.P. over 
that of the standard years. If the average of the C.A.P. is 
less than the average of the standard years, 4 per cent. on 
the difference is deducted. 

Should the profits of one standard year be taken out in 
favour of a percentage of share capital, the borrowed 
money of that standard year is regarded as nil. 

In all cases of a standard based on capital or net assets, 
there is added to the basic standard 4 per cent. on the 
average borrowed money in the C.A.P. 

Rate of E.P.L. This is 30 per cent. on the excess profits. 
There is an overriding limit of 15 per cent. on the profits 
from January 1, 1952 to the end-of the C.A.P. 


Illustration: Company (not director controlled) with paid up 
share capital at January 1, 1947, of £100,000, made agreed 
profits as shown. It received from shares £20,000 on September 30, 
1948 and £10,000 on April 1, 1949. 


1947 and 1948 1947and 1949 = 1948 and 1949 
Profits 1947 £ 9,600 £ 9,600 
1948 8,200 £ 8,200 
1949 9,000 9,000 
£17,800 £18,600 £17,200 
Average (a) 8,g00 (a) 9,300 (a) 8,600 
Substituting 8 % 
on average paid 
up share capital. 
Profits ... 1947 £9,600 £9,600 
— £8,200 £8,200 
—s £9,000 £9,000 
8% on 
Capital 1947 8,000 8,000 
» «+ 1948 8,400 8,400 
— 10,200 10,200 
18,000 16,200 19,800 17,000 18,400 17,400 
Average (6) (¢) (5) (¢) (6) (c) 


g,000 8,100 9,900 8,500 9,200 8,700 
Prima facie, the average (b) of 1947 and 1949 is the best. 


But that is not necessarily a final conclusion, as will be seen from 


the following: 
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(2) Accumulated profits. The basic standard is increased 
by 12 per cent. (14 per cent.) of any undistributed profits 
less over-distributions of profits in the period between a 
*‘ relevant date ’’ and a date 12 months before the end of 
If the over-distributions exceed the un- 
distributed profits for the said period, the basic standard is 


Assume undistributed profits (U.P.) as follows: 
January 1, 1946 to December 31, 1951 =£13,000 
July 1, 1947 to December 31, 1951 £11,800 
January 1, 1948 to December 31, 1951 £10,600 
July 1, 1948 to December 31, 1951 £8,500 

The computations proceed: 

The additions to the basic figures for capital and U.P. changes 

will be as follows: 


1947 and 1948 1947 and 1949 1948 and 1949 


New capital : 


21 
— x 12% on £20,000 £2,100 
24 


x 12% on £20,000 £1,200 

24 

19 y 12% on £10,000 

Pv o > 77 - £750 

9 0 

—x 12% on £20,000 

a % on £) goo 

U.P. 

12% on £11,800 1,416 (£10,600) 1,272 (£8,500) 1,020 
£3,516 £3,222 £2,670 


But the borrowed money averages were as follows: 


1947 £17,000 
1948 £9,000 
1949 £14,000 
1952 £18,000 


Giving the following figures: 


1947 and 1948 1947 and 1949 1948 and 1949 


Standard: 
(a) £20,000 £13,000 = sana £98000 | oct 
er 2 2 
b 17,000 17,009 000 
(6) xen = £8,500 & ts = £8,500 ie. = £4,500 
, ,000 14,000 14,000 


For the C.A.P. the year ended December 31, 1952, the increases 
and interest at 4 per cent. are: 

(a) £5,000 (£200) £2,500 (£100) £6,500 (£260) 

(6) £9,500 (£380) £9,500 (£380) £13,500 (£540) 

(c) £13,500 (£540) £11,000 (£440) {£11,000 (£440) 

Final results re standard years: 


Add re Add re 
Basic standards capitaland U.P. Borrowed Total 
Money 
1947 and 1948 (a2) £8,900 © £3,516 £200 £12,616 
(6) 9,000 3,516 380 12,896 
(c) 8,100 3,516 540 12,156 
1947 and 1949 (a) 9,300 3,222 100 12,622 
(6) — 9,g00 3,222 380 13,502 
(c) 8,500 3,222 440 12,162 
1948 and 1949 (a) 8,600 2,670 260 11,530 
(6) 9,200 2,670 540 12,410 
(c) 8,700 2,670 440 11,810 


1947 and 1948 (6) becomes the best choice in this case, but it will 
be seen how small a change in the figures might have affected the 
issue. 


It now remains to examine the capital standards: 
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December 31, 1946. Capital 10 per cent. on £100,000 
Add: re new capital 12 per cent. on £30,000 = 


re U.P. 12 per cent. on £13,000 


re borrowed money 4 per cent. on £18,000 = 


= £10,000 


— = 1,560 


Possibly 8 per cent. on the net value of the assets would 
be as good or better a starting point at the same date. 


A percentage at December 31, 1951, is not likely to be 
good unless there have been big over-distributions of profits 


out of capital resources, or repayments of capital. 


FINANCE 


The Month 


Minor Adjustments 
ALTHOUGH AT LEAST THE EARLY PART OF THE 
month witnessed a number of statements of 
importance, it is the fact that the reaction 
of the stock market was only to effect a 
number of quite minor adjustments in 
prices. The changes are of about the same 
order of importance as in the preceding 
month but in the opposite direction, except 
inindustrial ordinary shares which remained 
remarkably steady with a slightly rising 
trend followed by a reaction. Thus fixed 
interest securities in general rather lost 
ground and by the middle of the month 
were back at late. November levels, while 
gold mines, under the stimulus of talk of a 
possible rise in the price, recovered the 
losses of that month. The figures of the gold 
reserve were, perhaps, a trifle better than 
had been expected. The statement which 
accompanied them, with its reference to a 
mere maintenance of the level after allowing 
for the end-year debt service payments, 
fully offset this favourable factor. Further, 
if the level of November exports, on a 
working day basis, showed some further 
improvement. ihe actual balance of trade 
deteriorated once more. There have also 
been a number of company results which 
told a diverse story and chairmen’s state- 
ments were on the whole not reassuring. 
Against this. however, is the growing 
volume of evidence of some expansion in 
business in a number of countries, but this 
is counteracted by the spread of unrest 
which may well mean reduced trade in other 
areas. As reflected in the figures compiled 
by the Financial Times, these forces produced 
the following movements between Novem- 
ber 26 and December 24: Government 
securities from 95°19 to 94°43: industrial 
Ordinary shares from 115-9 to 115°8: 
gold mines from 88-86 to 93-37. 


The Year’s Story 


In view of the fact that the market has now 


in the City 


experienced a full year under the new 
régime on whose future policy depends our 
economic rehabilitation, it is worth while to 
take a glance at the broad picture of results 
over that period. After a number of 
fluctuations, a fall set in about a week before 
Christmas, 1951, which continued broadly 
until almost the turn of the year, although 
the turn was slightly delayed in the case of 
fixed interest. Gold mines were in a class 
by themselves. The amount of the gross 
fall was greatest in that class of investment, 
slightly less in industrial equities and least 
in the Funds. The recovery has been least 
in gold mines, appreciably larger in indus- 
trials and greatest in fixed interest securities, 
in which the net change is now less than 
2 per cent., despite the rise in bank rate. 
The net fall in equities is still some 7 per 
cent., a reflection, one would suppose, of 
the emergence into the light of day of some 
of the ill effects of excessive corporate 
taxation, at least as much as a result of the 
modest recession in activity. The figures, 
from the same source as those given above, 
are set out in the following table: 


Fixed Government Industrial Gold 

interest securities ordinary mines 
17-12-51 107°81 96-65 12°46 103°70 
Lowest 100-87 90°22 103°1 86-48 
(Date (July 3) (Jume 24) (June 24) (Nov. 14) 
24-12-52 105°93 94°43 115°8 93°37 


New Issues 


Of formal new issues the month has not 
produced many, but there have been 
announced a further series of capitalisations 
of reserves which are carrying on the pro- 
cess of equating nominal with actual 
capital employed, held up by the ban on 
such operations. There has also been a very 
large application for Distillers Ordinary 
shares by holders of the 5 per cent. unsecured 
loan stock under the first option. The 
amount of stock tendered was no less than 
£1,408,350 for which some _ 1,633,686 


Ordinary shares of 4s. each will be allotted. 
One small issue which deserves mention 
was an offer of £2,540,000 4} per cent. 
stock 1965-70 by Northern Rhodesia of 
which £1,500,000 was actually for sub- 
scription in London, at 99}. Although the 
City of Sydney, rather shorter, stock offered 
at par had failed to attract more subscribers 
than sufficed to cover 41 per cent. of the 
total, these terms were thought very gener- 
ous and the issue was heavily stagged. 
There was at one time talk of a premium of 
over a point, but in the event, although 
larger applicants received only 6 to 7 per 
cent. of their requirements, the premium 
has been quite modest, partly because the 
security is not trustee over 100, but also 
because of a tendency for the Funds to sag. 


Japanese Bond Dealing 


Quite a number of technicalities have 
contributed to making recent dealings in 
Japanses bonds numerous and price changes 
considerable. Some bonds are enfaced, and 
some are not; the first interest payment 
falls in the middle of a‘ long account and 
the jobbers have agreed to deal ex-dividend 
before the official date. So, at the time of 
writing one can deal in non-assented bonds 
and in assented either cum or ex-dividend. 
There can be few people who do not intend 
to assent eventually, but the sur-tax payer 
and some others can secure an advantage 
by not accepting, so that interest may 
accumulate on their bonds. They hope to 
sell these later to those who do not pay sur- 
tax, at a price which reflects the current 
valuation of the capital plus accrued 
interest less only the standard rate of tax. 
There are also those individuals who pay 
less than the standard rate who are of 
course among those who will wish to buy 
accumulated arrears of interest at prices 
which reflect the full standard rate deduc- 
‘tion. Evidently, it will not be long before 
market forces remove these advantages. 
The position is further complicated for the 
individual investor by inability to say 
whether or not those who have held as a 
pure speculation have done their selling. 
It will probably be a matter of weeks 
before these bonds settle down to prices 
which reflect their estimated investment 
value pure and simple. 
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Points from Published Accounts 


Trade Investments—1 


Most investors in oil shares take a great 
deal on trust. This is because the assets and 
earning power of the bigger units are to no 
small extent shrouded in mystery. Con- 
sider, for example, the accounts of Trinidad 
Leaseholds. These show that trade invest- 
ments represent £5,317,684 of the assets 
total of £22°6 million, and that the income 
from these investments was £93,092. This 
works out at an average return of 1} per 
cent., and shareholders could be forgiven for 
re questing further information on the nature 
of these low-yielding trade investments. 
Some companies in the United States show 
the assets and earnings attributable to their 
minority shareholdings in other concerns, 
and there is much to be said for this 
practice. 


Trade Investments—2 


This is especially so when the trade invest- 
ment is in a company which publishes its 
accounts. Thomas Owen, the papermakers, 
is one of the largest individual shareholders 
in the leading Australian paper group 
manufacturing high grade papers, namely, 
Associated Pulp and Paper Mills. This com- 
pany’s accounts are published in Australia 
and are analysed in at least one British 
statistical service. The report of Thomas 
Owen gives the profits figures of the asso- 
ciated concern, but the information is of 
very limited value without knowledge of 
what part is attributable to the company. 
The report does not state if the figures given 
have been converted to sterling or are in 
Australian currency. Especially since the 
income from trade investments is only just 
over 1} per cent. on book cost fuller 
information would seem to be desirable. 


Transfers Without Details 


Standard Motor does not publish group 
accounts as it is of opinion that they would 
be of no real value to members. The 
report gives figures of profit for the wholly- 
owned Canadian subsidiary, as well as the 
fixed and net current assets. In each of the 
past two years there has been a transfer 
to “employees special fund,’ and in 
relation to the Ordinary dividend, this 
transfer has been large. If the size_of the 
transfer is governed by the amount of the 
dividend it would seem desirable to state 
this information. Then shareholders could 
calculate their dividend prospect in the 
event of profits changing either for the 
better or the worse. 

There are several company accounts 
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which would be improved by showing 
if transfers to debenture or Preference 
share redemption reserves were obligatory 
transfers. With this information share- 
holders would be the better able to judge 
the chances of their dividend being main- 
tained or increased. 


A Meaningless Requirement ? 


In his speech with the accounts of Debenhams 
the chairman states: 


The profit results of the whole organisation 
for the year under review and the previous 
year are portrayed in the consolidated profit 
and loss account on pages 6 and 7 and comply 
with Section 149 of the Companies Act, 1948, 
which states “ every profit and loss account 
of a company shall give a true and fair view 
of the profit or loss of the company for the 
financial year.” The words appearing on 
page 7 (“ after crediting transfer from trade 
commitments reserve”) are consequently 
meaningless and inserted merely to comply 
with the Companies Act, 1948, Eighth 
Schedule, paragraph 12 (e). 


This is a bold statement. The paragraph 
quoted specifically states that the profit and 
loss account shall show the amount, if 
material, set aside or proposed to be set 
aside to, or withdrawn from, reserves, and 
if the words quoted are meaningless then 
this paragraph is meaningless. The fact is 
that the amount withdrawn from the re- 
serve is material in relation to the margin 
over the Ordinary dividend that would 
have existed if it had not been credited. 
The precise amount is not given in the 
profit and loss account and only by refer- 
ring to the schedule showing the movement 
of reserves does it come to light. 

The group profit and loss account is split 
into two parts, what is described as “ net 
profit ” being carried down to the second 
part. Debits in this part include tax, and 
provisions for renewal of buildings and 
stock contingencies. Shareholders have to 
work out for themselves what is the net 
profit after tax and the notional “‘ normal ” 
cover for their dividends. 


Non-Consolidation 


S. Smith & Sons (England) does not consoli- 
date the results of its Kelvin and Hughes sub- 
sidiary because they are made up to a 
different date from the parent. The 
directors “‘ are of the opinion that there are 
good reasons against a change.”” No change 
in the accounting date is necessary to pave 
the way to consolidation. There are, for 
instance, numerous subsidiaries in the 


Debenhams group whose accounts are made 
up to periods coinciding with or preceding 
that of the parent, and in some instances 
there is a six months’ gap. The interest jp 
Kelvin and Hughes is worth far move than 
the figure at which it appears in the consol}. 
dated balance sheet, and attributable net 
profits are much greater than the dividend 
receipt. For these reasons full consolidation 
would seem to be advisable. Rather syr. 
prisingly, both sets of accounts strike q 
consolidated net profit after crediting two 
items relating to previous years. Since 
these are more than 50 per cent. of the net 
profits shown in the case of Kelvin and 
Hughes and are largely, if not entirely, 
non-recurring, it would have been prefer. 
able to have treated them below the line. 
The various items in the consolidated 
balance sheet are numbered—for instance, 
item VIII(g) in the current liabilities and 
provisions is the proposed net final dividend, 
This identification enables explanatory 
notes to be set against the assets and liabili- 
ties where these are necessary, but the 
system seems needlessly cumbersome. 


Montague Burton’s Stock Losses 


There can be no quibbling with the method 
adopted by Montague Burton for providing for 
stock losses on future commitments, but the 
explanation may be confusing for share- 
holders. What the chairman says is that 
** After the most careful consideration your 
Board has come to the conclusion that a 
provision must be made for this purpose 
and a transfer of £1 million has been made 
from general reserve to cover the estimated 
losses after taking into account the esti- 
mated benefits of taxation recoverable 
thereon in future years.” Expressed more 
simply, this £1 million will be augmented 
by tax relief on the losses that are sustained, 
and the probable stock losses that are being 
provided for are probably in the region of 
£2 million. 


Undistributed Profits Tax 


In 1951 and in the two previous years 
Foister, Clay and Ward, the Leicester hosiery 
manufacturers, deducted “ profits tax dis- 
tribution charge (less income tax) ” before 
striking the net profit of the year. The 
deduction represented the profits tax on 
undistributed income which would become 
payable if the company distributed that 
income. This was criticised on the grounds 
that it was a contingent liability rather 
than a provision, and, in fact, it was added 
on to the future income tax reserve in the 
balance sheet. 

In the latest accounts the company has 
dropped the practice, the chairman remark- 
ing on the consolidation of the reserves into 
‘a general reserve: 
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One other reserve previously existed, namely, 
for the profits tax distribution charge which 
would become payable if, and when, reserves 
were distributed to stockholders. This is a 
controversial matter on which accountants 
do not agree, and though I have explained 
your directors’ views in the past, many stock- 
holders do not appear to understand the 
position, since many companies make no 
sich provision. In these circumstances it has 
been decided to transfer this reserve also to 
general reserve and to note each year on the 
balance sheet what would be the maximum 
wm payable to the revenue if the whole of 
the company’s reserves were distributed. It 
should be noted also that the estimated 
figures previously reserved were considerably 
in excess of the amount required—which, 
since the 1952 Finance Act, can be accur- 


ine. ately computed—and as a result no further 
idated charge would have been required this year. 
tance, 

*s and This is the position although no less than 
idend, {92,264 of the latest net profits are ploughed 
atory f™back. A footnote to the revenue reserves 
iabilj. (md surplus states that ** The above includes 
t the [—feerve for profits tax on undistributed profits 
e. mounting to approximately £169,000.” 


The accounts are extremely well pre- 
ented, and the consolidated figures in 
profit and loss are presented side by side 
wainst a pale blue background. 
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ity practice of deducting dividends at their 
goss amount. In the latest accounts this 
practice has been amended, but once again 
ihe consolidated net income of the year is 
truck after making a transfer to specific 
wserves; the transfer is equal to over 50 per 
cnt. of the net income. The use of the 
word “ specific ’’ is unusual, and share- 
holders would no doubt welcome additional 
information on the reserves. 


An Unfortunate Promotion from 
“ Below-the-Line ”’ 


[own Tailors gives comparative figures for 
ihe two preceding years, and the accounts 
are cleanly laid out. If there is an improve- 
ment to be wished for it is that the company 
would have done better to have struck a net 
profit after tax and included the usval form 
of appropriation account. Another point of 
triticism is that whereas the previous year’s 
£75,000 transfer to contingencies reserve 
Was properly treated as a “ below-the-line ” 
tem, in the latest accounts the amount is 
drawn back and added on to the trading 
profit of the year. The company could 
Presumably have gone further and grossed 
up this £75,000, adjusting the taxation 
debit against profits accordingly, and have 
made the trading profits comparison even 


more impressive. On the evidence of other 
multiple clothing reports the company did 
extremely well comparatively, and the 
dividends were fully earned, so that the 
method of treatment is puzzling. 


Uninformative Accounts 


The West African mining share market 
of the Stock Exchange is called ‘ The 
Jungle.” The description might also be 
applied to many South African company 
accounts, which have come in for much 
rough handling by the Evening Standard. In 
a recent issue of the Investors’ Chronicle the 
uninformative nature of those of the South 
African mining finance houses was dis- 
cussed, and it was shown that only one of 
the five leaders showed the year-end market 
value of the quoted investments. Further, 
two companies showed only one item cred- 
ited to profit and loss, one showed two 
items, and the other five items. Anglo- 
Transvaal Consolidated Investment lumps to- 
gether revenue from dividends, interest, 
commissions, fees, the surplus on an oil 
from coal project, investment realisation 
profits, sundry revenue and amounts re- 
covered that had previously been written 
off! 

British investors have a big stake in 
South Africa, and as a matter of long-term 
policy it seems desirable that its companies 
should not lag behind British concerns in 
the informativeness of their accounts. 


Discretion on Consolidation 


Company directors are granted a degree 
of freedom in the presentation of consoli- 
dated accounts, and it is not uncommon for 
a single consolidation to be missing. 
Whether or not this should be given is a 
matter for the discretion of the directors. 
A case in point is Norvic Shoe. 

The chairman states that in view of. the 
loss caused by the Marlow group of sub- 


‘sidiary companies the directors decided to 


publish these accounts as a separate section 
of the group accounts, in order to give a 
truer picture of the results of this subsidiary 
group and of the remainder of the Norvic 
group. He gives the proportion of the net 
loss of this group which is attributable to 
the Norvic shareholding, and the separate 
accounts speak for themselves, of course. 
If a single consolidation had been presented 
it would have shown that the dividends of 
£79,800 came not from net profits of 
£78,335 “ex” the Marlow loss, but from net 
profits of £50,944, before crediting the 
Marlow tax recovery and tax adjustments. 


Contingent Tax on Foreign Earnings - 


Brooke Bond earns most of its profits over- 
sea, and the larger part of these is ploughed 


back. As is well known, these profits do not 
attract United Kingdom taxation until they 
are remitted to this country, and more than 
one financial commentator has raised the 
point that the contingent tax liability 
should be divulged in order that the true 
cover for the share dividends can be seen. 
There is some substance in this, as there is 
in the theory that companies should show 
by way of footnote their contingent liability 
to distributed profits tax. In this instance 
it is a fairly safe assumption that the 
ploughed back profits will never be remit- 
ted, but that does not apply to all com- 
panies, and the disclosure of this informa- 
tion would no doubt be welcomed by 
shareholders. There is the additional con- 
sideration that the true amount of revenue 
reserves is overstated because of the con- 
tingent liability. 


Dividends —- Deduction Gross or Net ? 


Cheshire United Salt prefers to deduct its 
dividends at their gross amount. The net 
profit is struck after deducting the income 
tax content of the dividends from the 
income tax provision. The majority of 
companies of course prefer to show net 
profits after all taxation, and to deduct 
dividends at their net amount. As has been 
stated before, where there is more than one 
class of capital the unenlightened share- 
holder will have difficulty in computing the 
net profits cover for his net dividend. 


Letter to the Editor 


‘* Then and Now ”’ 


Sir,—My attention has been drawn to a 
very unfortunate error in my recent article 
under the above title, to which I plead 
guilty. 

I made reference to the “ three recog- 
nised bodies of accountants *’ who control 
the profession, but unhappily I failed to 
make it perfectly clear that my remarks 
were limited to England and Wales. 

The profession in Great Britain is, of 
course, controlled by “ four recognised 
bodies of accountants,”” of which the Scot- 
tish Institute of Chartered Accountants is a 
very important and powerful unit. 

I offer my very sincere. apology to all 
Scottish Chartered Accountants for any 
apparent but quite unintentional discour- 
tesy. 

Yours faithfully, 
Ernest Evan SPICER. 

London, E.C.3. 

November 24, 1952. 
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Publications 


ACCOUNTING FOR INFLATION. By the Taxation 
and Research Committee of the Association 
of Certified and Corporate Accountants. 
(Gee and Co. (Publishers), Lid. Price 15s. net.) 

The addition to our bookshelves of 
another publication on this subject by the 
research committee of a leading accounting 
body is to be welcomed. This is so particu- 
larly because a need has existed for some time 
for a work setting out in simple form the 
theory of accounting for inflation and the 
various practical approaches to the problem. 
The apparent purpose of this book is, 
therefore, excellent. Having embarked upon 
its reading in such high hopes the reader 
may find himself a little disappointed by the 
amount of space allocated to the various 
topics. Of the 97 pages available, a dis- 
proportionately large number seem to be 
devoted to a statement of the problems 
arising in a period of rising prices. On the 
other hand, the review of the different 
accounting techniques proposed for dealing 
with the problem is very cursory. Only the 
replacement cost approach, which the 
committee adopts, is considered at any 
great length, 

An appendix (of another 46 pages) giving 
a summary of the situation in other countries 
is most interesting, and a comprehensive, 
though by no means exhaustive, biblio- 
graphy forms a useful conclusion to the 
book. 

The replacement cost approach, advo- 
cated by the committee, “ does not attempt 
to maintain original purchasing power but 
simply to define correctly operating profit 
by separating out capital losses and gains.” 
On these grounds it may be open to criticism. 
For example, by not taking into account the 
fixed assests and stock financed out of loans 
and other forms of accommodation, the 
“equity” interest in such assets may 
expand without any indication of this fact 
being given in the income statement. Also, 
no account is taken of the effect on -profit- 
ability of incurring fixed charges when the 
price-index stands at a particular level. 
These and other points seem to receive 
insufficient attention. 

The subject of fiscal reform in a period of 
rising prices is quite separate and is hardly 
likely to be settled before accountants have 
agreed upon the amendments to be made 
to their own techniques. The committee’s 
comments upon this question are therefore 
few and guarded. One of them merits 
quotation: 

The intention of the (replacement cost) 
technique is to shift taxation from what is, 
in fact, a part of depreciation provision 
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and to prevent the taxation of something 
which is not, in fact, operating income. 


It is quite open to the fiscal authority to 


restore the former level of taxation in 

industry either by specifically taxing 

capital gains or by raising the effective 
rate of tax on business profits after these 
have been correctly defined. 

In the preface, the authors state that the 
study and findings are presented as inter alia 
**a stimulant to further discussion.” This 
they undoubtedly will be. Let us hope also 
that some members of the profession will 
experiment in the application of the various 
techniques to actual cases and find some 
means of presenting their results to the public 
without disclosing confidential business 
information. Perhaps the accounting 
departments of universities might suitably 
take the initiative here. E. B. P. 


BROWN’S BOOK-KEEPING AND ACCOUNTS OF 
LOCAL AND PUBLIC AUTHORITIES. Edited by 
Henry Brown, 0.B.E., F.S.A.A., F.I.M.T.A. 
Third _ edition. (Butterworth @G Coa. 
(Publishers), Ltd. Price 55s. net.) 

This third edition of what was formerly 
known as Municipal Book-keeping and Accounts 
will receive a warm welcome in the accounts 
departments of local authorities and public 
boards. The first edition, when it appeared 
in 1937, struck a new note in this type of 
publication, and rapidly became _ the 
standard work on local authority accounts. 

The original method of asking an expert 
in his particular subject to contribute a 
section has been followed again, and indeed 
the names of many of the contr‘butors to 
the first edition will also be found in the 
1952 version. Mr. Henry Brown, F.s.A.A., 
City Treasurer of Rochester, welds the book 
into a coherent whole with the help, as 
assistant editor, of Mr. James Deakin, 
A.S.A.A., Borough Treasurer of Kensington. 

Since the second edition was published, 
in 1947, there have been material changes 
in the powers and functions of local authori- 
ties. These changes have been adequately 
covered in the book, and new ground is 
broken by the inclusion of authoritative 
sections on the accounts of electricity and 
gas boards and the hospital service. The 
large-scale operations of the gas and 
electricity boards are admirably suited to 
the employment of modern accounting 
methods, and the sections on these services 
show ample proof that every opportunity 
is being taken of using the most up-to-date 
systems and latest accounting machinery. 

The book follows a logical sequence, 


starting with the principles of accountaney 
and proceeding to a consideration of the 
general features of local government and the 
accounting requirements of various types of 
authority. The public boards are they 
dealt with, followed by sections on special 
accounts of local authorities, such x 
education, police and housing. Finally 
there is a section on loan accounts, followed 
by an explanation of mechanisation x 
applied to local government accounts, 

It is doubtful if every reader will agree 
with all that is contained in the firy 
chapter, particularly the definitions of 
personal and impersonal accounts. It would 
be unfortunate, however, if anyone wer 
thereby deterred from proceeding to the 
wealth of valuable information contained 
in the remainder of the book. 

Some of the methods cited in the earlier 
parts are perhaps more appropriate to a 
small than to a large local authority. It 
must not, however, be forgotten that the 
small authorities in the country by far out 
number the large, and basic principles are 
the same however complicated large-scale 
and’ mechanised methods may make their 
execution. 

When the specialist sections are reached 
the value of getting an expert to write on 
each .important subject is apparent. 
Contributors such as Mr. A. V. Vincent on 
county and general rate fund account, 
Mr. Norman Doodson on county council 
accounts, Mr. F. S. Adams on_ hospital 
finance and accounts and Dr. A. H. 
Marshall on mechanisation, to single out 
only a few, are very much at home with their 
subjects. 

To the student for the examinations of 
the Institute of Municipal Treasurers and 
Accountants this book will be invaluable, 
whilst the accountant in a finance depart- 
ment of a local authority or public board 
who passed his examinations many’ years 
ago will find in its pages all the ingredients 
of a useful refresher course, which he can 
take at his own fireside. Lastly, it is a rare 
pleasure in these expensive times to find 
such exceedingly good value for money. 

W. L. A 


MEASUREMENT OF PRODUCTIVITY — WORK 
STUDY APPLICATION AND TRAINING. By 4 
Joint Committee of the Institute of Cost and 
Works Accountants and the Institution o 
Production Engineers. (Gee @& &. 
(Publishers), Ltd. Price 5s. (Post Free)). 
This report is the third published by the 
Joint Committee set up by the Institute d 
Cost and Works Accountants and the 
Institution of Production Engineers, fo 
the study of the measurement of produc 
tivity. In its first report, published in 194% 
the Committee agreed that time units 
whether they are production per man-hout, 
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vt week Or per year—provided the only 
gable unit of measurement by which to 
mpare productive efficiency and to 
tablish standards. However, no accepted 
yinciples of uniformity or accuracy appear 
» exist in the application of time study 
nethods. ‘This has led to their misuse, 
») inability to compare inter-company, 
dustry and national production statistics 
ad a lack of appreciation of the value of 
ihe methods. 

The purpose of the study was therefore 
| attempt to devise a comprehensive 
ystem of training for time study, embracing 
ethods and motion study, work measure- 
nent and job evaluation. 

\t present, time study, or as the Com- 
sittee calls it, works study, is often the 
goondary responsibility of an executive 
or example, the personnel manager) who 
wobably regards it as an esoteric and 
awanted addition to his duties. The 
report counters this by describing the 
purpose of works study—as facilitating and 
mproving pre-production planning, effec- 
ve operation and managerial control— 
and it lists what the works study technician 
ould look for and be able to do in each of 
hese functions. 

It seems that present training facilities 
vary widely, the following being the more 
mportant: 


. Industrial training courses run_ by 
companies primarily for their internal use. 


. Industrial consultants’ training schemes 
usually undertaken in the client’s own 
business. 


. Technical college and __ professional 

institution courses (although the Com- 
mittee found only five available courses 
which cover more than the superficial 
needs of the subject). 


If works study is to be pursued, teachers 
and trainees will have to be selected and the 
ainees taught. The Committee makes an 
appeal for industry to release suitably 
“perienced men to become teachers, 
aid for them to be paid adequately, 
uggesting further that industry might 
‘mance the courses and regard the expense 
% a useful investment. The personal 
attributes and educational standards 
regarded as desirable for both teachers and 
trainees are stated. But the possessor of all 
the qualities listed as required of the trainee 
would be unlikely to accept the position of 
‘mere works study executive! The report 
‘uggests that what is generally needed is a 
onsiderably better trained combination of 
echnician and engineer, that is, a potential 
ndustrial engineer. 


The recommended syllabus of training 
‘comprises about 100 hours of lecturing and 
100 hours tutorial work. If full-time, 
itis desiened for a course of three months, 
or if part-time, two years. One of the more 


important sections of training recommended 
is the human aspect of works study. 

The recommendations of this report may 
be summarised as: acceptance by industry 
generally of the importance of, and the need 
for, employing fully qualified works study 
technicians; the establishment of training 
schemes by appropriate authorities on the 
lines suggested in the report, including the 
offer of facilities by industry; a standardised 
works study terminology and, presumably 
in a later stage of development, a recognised 
qualification. 

This is an admirable and very readable 
booklet, although it is unlikely entirely to 
convince the small business unit of the 
effectiveness and economy of its proposals 
unless works study methods are to embrace 
the whole sphere of organisation and 
methods. In that event, it would seem that 
some form of accounting training would be 
necessary. J. D. N. 
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B.COM., F.R.ECON.S., F.A.C.C.A. Third edition 
with 1952-53 supplement. (Barkeley Book Co., 
Ltd., 39, Lansdowne Road, Stanmore, Middx. 
Price 5s., without supplement 4s.) 


ABSTRACT OF THE TREASURER’S ACCOUNTS, 
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INCOME TAX LAW AND PRACTICE. Twenty- 
fourth edition. By Cecil A. Newport, 
F.A.C.C.A., and Oliver J. Shaw, Barrister-at- 
Law. (Sweet @ Maxwell, Lid. Price 27s. 6d. 
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SECOND (CUMULATIVE) SUPPLEMENT TO 
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for the year ended March 31, 1952. (County 
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Abstract of Accounts for the year ended 
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Institute of Internal Auditors 


THE SECOND ANNUAL CONFERENCE OF THE 
London Chapter of the Institute of Internal 
Auditors was held at the Kingsley Hotel, 
London, on November 22. Mr. A. L. 
Watson, President of the Chapter, occupied 
the chair and there was a large and 
representative attendance of members. 

The theme of the President’s opening 
address was “Internal Auditing Looks 
Ahead ” ; he dwelt on the modern concept 
of internal auditing and the scope which it 
offered for constructive service to manage- 
ment. This was followed by two papers, 
‘** Frauds—How Achieved and Detected ” 
introduced by Mr. W. J. Smith, and 
“Accounting Methods and _  Offfice 
Efficiency,” introduced by Mr. P. B. Hills. 
In the afternoon session Mr. J. R. Robinson 
sponsored a paper on “ Case Studies.” All 
four papers evoked lively and stimulating 
discussion. 


** SOUNDINGS TAKEN BY REVENUE EXPERTS ARE 
said to indicate that the bottom of the public 
purse has been found.”’—Dublin Opinion. 
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LAW 


Legal 


Notes 


Company Law—Construction of Memorandum 
and Articles 


In Re Duncan Gilmour & Co. Ltd. 
(1952, 2 A.E.R. 871) a company took out a 
summons to decide what the rights of the 
various classes of shareholders would be in 
a liquidation: the company had in fact no 
intention of going into liquidation, but was 
preparing a scheme of reorganisation and it 
was necessary to ascertain the rights of the 
shareholders before the scheme took its 
final form. 

Clause 5 of the memorandum gave the 
holders of first preference shares a preferen- 
tial right to a return of their capital in a 
winding-up and also provided that the 
company might increase its capital on such 
terms as might be laid down by a special 
resolution. In the articles, Article 45 stated 
that new shares were to be issued upon such 
terms and conditions and with such rights 
and privileges as by the special resolution 
creating the same should be directed. 
Second preference shares had been created 
by a special resolution which gave the 
holders the preferential right to a return of 
capital after the first preference shares had 
been repaid. 

There was also another article dealing 
with the distribution of surplus assets in a 
winding-up, and both classes of preference 
shareholders contended that by this they 
would be entitled to share in any surplus 
after their capital had been repaid. Wynn- 
Parry, J., decided against them. Against 
the first preference shareholders he said 
that the memorandum and articles should 
be read together to explain any ambiguity 
appearing in the terms of the memorandum 
or to supplement it upon any matter as to 
which it was cited (Angostura Bitters (Dr. 7. 
G. B. Sieger & Sons) Ltd. v. Kerr (1933 A.C. 
554)), but in this case the rights given by the 
memorandum were clear and were exhaus- 
tive, and nothing more could be given by 
any article. Further, no article could give 
to the second preference shareholders any 
greater rights than those given by the 
special resolution, for that resolution, too, 
was exhaustive. 


Contract and Tort—Contracts made in name of 
company before formation 


It was decided long ago in Aelner v. 
Baxter (1866, L.R. 2, C.P. 174) that if a 
person contracts ostensibly as agent for a 
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non-existent principal, e.g. a company that 
is not yet formed, he himself can be sued 
and held personally liable. Strangely 
enough, it was uncertain until the recent 
case of Newborne v. Sensolid (Great 
Britain) Ltd. (1952, 2 T.L.R. 763) 
whether the agent could sue as well as be 
sued in such circumstances. In that case 
N was in the process of forming a company, 
and he sent out a contract note for the sale 
of certain goods, the note being signed 
** Leopold Newman (London) Ltd., Leo- 
pold Newborne.” A dispute arose and the 
buyers refused to accept the goods. As the 
company was not in existence at the date 
of the so-called contract, the company 
obviously could not sue, but N sued in his 
own name. Parker, J., held that the con- 
tract was a nullity, and that N was unable 
to sue. His Lordship said that the result 
might have been different if the agent had 
contracted to do certain things albeit as 
agent, if, for instance, the contract had read 
something like this: ** I, N, on behalf of the 
company, agree to sell . . .”” and had been 
signed, ‘‘ N, by authority of and as agent 
for the company.” In this case, however, 
there was no signature of an agent who 
agreed to do certain things on behalf of the 
company; a company can only sign by a 
servant and the position was exactly the 
same as if the words *‘ Leopold Newborne ” 
were there as director or otherwise on 
behalf of the company as being the com- 
pany’s signature. 


Miscellaneous—Division of Property between 
Husband and Wife ; 

The Courts are now being asked all too 
frequently to decide how property should 
be divided between husband and wife when 
the marriage has broken up, and important 
guidance has been given by the Court of 
Appeal in Rimmer v. Rimmer (1952, 2, 
A.E.R. 863). Throughout the married life 
both spouses were earning wages. The 
matrimonial home was bought for £460 in 
the husband’s name, the deposit of £29 
being found by the wife and the balance 
being provided under a mortgage to which 
the husband alone was a party. Of the 
mortgage money £151 was repaid out of 
housekeeping money provided by the 
husband, the remaining £280 being paid 
by the wife from her own resources while 
the husband was on war service. The wife 
also paid for all the furniture. 


The Court decided that in all the circyp, 
stances the proceeds of sale of the hoy 
ought to be divided between the spouses ; 
equal shares. Evershed, M.R., said that thy 
Court ought to have regard not mer) 
to what occurred at the time when {, 
property was originally purchased but aly 
to the light which the whole conduct of 
parties threw on their relationship togeth 
as contributors to the property which wa 
their joint matrimonial home. In son» 
cases the property ought to be divided y 
in the proportion that each had contribute, 
but where the Court was. satisfied that both 
parties had a substantial beneficial interey 
and it was not fairly possible or right j 
assume some more precise calculation ¢ 
their shares, an equal division was proper, 
Romer, L.J., said that the only gener 
principles that emerged from the decision 
were, first, that cases between husband and 
wife ought not to be governed by the sam 
strict considerations, both at law and in 
equity, as are commonly applied to the 
ascertainment of the respective rights of 
strangers when each of them contribute 
to the purchase price of property, and, 
second, that the old-established doctrine 


‘that equity leans towards equality wa 


peculiarly applicable to disputes of the 
character of that before them where the 
facts, as a whole, permitted of its applica 
tion. 


Miscellaneous—Charging Orders 


By Section 15 of the Judgments Ac, 
1838, in order to prevent any person against 
whom judgment is obtained from tram 
ferring, receiving or disposing of any stock, 
etc., every order of a judge charging any 
stock, etc., is to be made in the first instance 
ex parte and without any notice to the judg: 
ment debtor and is to be an order to show 
cause only (i.e. an order nisi) and further, 
unless the judgment debtor within a stipv- 
lated time shows to a judge sufficient caus 
to the contrary, the order, after proof d 
notice thereof to the debtor, his attorney « 
agent, is to be made absolute. 

In Scott v. Scott (1952, 2 A.E.R. 8 
a wife had been granted a charging order 
nisi on some stock owned by her husbané, 
but before the order was made absolute the 
husband died. On the application of tht 
husband’s administrator the order nist wa 
discharged and the wife appealed, claiming 
that, as the husband had failed to show 
cause by the stipulated date, the making 
of the order absolute was purely automat 
Barnard, J., dismissed the appeal: befor 
the order could be made absolute, notitt 
had to be given to the husband, his attorne 
or agent, but notice had not been given 
the husband before his death and _ noi 
to his administrator after his death was 0! 
sufficient. 
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Readers’ Points and Queries 


—_ 


Profits Tax Concession—Directors’ 
Remuneration 


Reader’s Query —I understand that the 
Inland Revenue authorities have granted a 
concession for Profits Tax purposes, which 
slightly reduces the liability in the computa- 
tion on page 375 of AccounTANcy for 
November 1952. 

The concession is that where the accoun- 
ting period bridges December 31, 1951, the 
profits may be apportioned after deducting 
allowable directors’ remuneration. This 
reduces the calculations required, particu- 
larly where abatement applies, and appar- 
ently results in a slight loss of taxation to the 
Revenue. 

Reply.—We referred this point to the Inland 
Revenue, who confirm that our reader’s informa- 
tion is correct. 


They approach the matter from this angle: 
in the case of an accounting period which begins 
before but ends after the end of 1951 they are 
prepared to calculate the excess remuneration by 
reference to a composite allowance computed by 
aggregating the maximum permissible allowance 
for each chargeable accounting period comprised 
in the accounting period. The disallowance thus 
computed should be added to the profits for the 
year before apportioning on a time basis. 


Maintenance Expenditure by Ground 
Landlord 

Reader’s Query.—A client is in receipt of 
income from ground rents which he pur- 
chased some years ago. The income there- 
from is received under deduction of income 
tax. 

The roadway serving the property from 


THE SOCIETY OF 


Incorporated Accountants 


THE COST OF NEW GOVERNMENT 
DEPARTMENTS 


Tut INCORPORATED ACCOUNTANTS’ DisTRICT 
Society of Northern Ireland held a dinner 
at the Grand Central Hotel, Belfast, on 
November 21, under the chairmanship of its 
President, Mr. H. F. Bell, F.s.a.a. The 
guests included the Lord Mayor of Belfast 
Councillor J. H. Norritt, j.p., F.c.1s.); 
The Right Hon. Lieut.-Colonel Lord 
Glentoran, H.M.L., M.P. (Parliamentary 
Secretary to the Ministry of Commerce); 
Mr. C. Percy Barrowcliff (President of the 
Society of Incorporated Accountants) and 
Mrs. Barrowcliff, with Mr. Bertram 
Nelson (Vice-President) and Mr. I. A. F. 
Craig (Secretary) and Mrs. Craig; Mrs. H. 
F. Bell; His Honour B.J. Fox, Q.c. (Recorder 
of Belfast) and Mrs. Fox; Professor F. H. 
Newark, B.c.L., M.A. (Professor of Juris- 
prudence in Queen’s University, Belfast) and 
Mrs. Newark; Sir William Scott, c.B.r. 
After the loyal toast had been honoured, 
Mr. H. F. Bell (President of the District 
Society) proposed a toast to “ Prosperity 
to Northern Ireland.” He said that few had 
fully appreciated how serious was the 
cial crisis so recently menacing them. 
The financial and other measures taken 


by the Imperial Government in the last 
year had succeeded in arresting the slide 
into the abyss. They were not enough, 
however, and indeed some of them might, 
in the long run, create fresh difficulties. 
He suggested that two essentials stood 
out—a lightening of the oppressive burden 
of taxation on industry and an increased 
industrial output. 

The accountant had a not inconsiderable 
part to play. He was no longer merely 
a recorder of transactions and a calculator 
of results; he had become an adviser, 
consultant and organiser and his training, 
experience, integrity and breadth of outlook 
(essential characteristics of the professional 
accountant) fitted him to fill an important 
role in the efficient development of industry. 
His services were being more and more 
called upon. 

They were honoured in having with 
them the Right Hon. Lieut.-Colonel Lord 
Glentoran, H.M.L., M.P., Parliamentary 
Secretary to the Ministry of Commerce. 
The wide association of Lord Glentoran 
and his family with the public, business and 
social life of the community spoke more 
eloquently than he could. The Ministry 
of Commerce was the Department with 
which accountants had most contact. They 


which the ground rents arise is a private 
one not taken over by the city council, and 
the client is required to keep it in order. 
He has recently had to expend £250 in 
resurfacing this road, which in no way 
constituted an improvement, and conse- 
quently he should be entitled to relief from 
income tax against the income from the 
ground rents. 

The Inspector of Taxes states that relief 
cannot be claimed in respect of this expendi- 
ture as there are no provisions for such a 
claim in the Income Tax Act, 1952. 

I shall be glad to have your views on the 
matter. 


Reply.—Section 101, Income Tax Act, 1952. 
applies maintenance relief to the owner of land, 
etc., the assessment on which is reduced for the 
purposes of collection. The term “‘ owner”? is not 
defined, and it may be that the ground landlord is 
an owner. But it seems that the claim is related 
to the repairs allowance and the Schedule A 
assessment. The ground landlord is in receipt 
of an annual payment (Section 177). 


were fortunate, indeed, that that Ministry 
was guided and controlled by men of such 
ability and understanding. 

The Right Hon. Lord Glentoran, H.M.L., 
M.P. (Parliamentary Secretary to the Ministry 
of Commerce), responding, spoke of the 
unemployment in Northern Ireland and 


‘said that the Ministry of Commerce were 


tackling the problem with keenness. He 
referred to what the Government were 
doing to assist in the establishment of new 
industries by building factories and in other 
ways, and appealed to accountants to make 
that known when they visited Great Britain 
or America. 

Accountants were . indispensable to 
industry, and he hoped they would en- 
courage more young men to join their 
Society, which had taken on increased 
responsibilities since the war. By sitting for 
the Society’s examinations they would be 
equipping themselves well for future life. 

Mr. J. D. Radcliff, mM.com.sc., F.S.A.A. 
(Vice-President of the District Society) 
proposed “‘ The City of Belfast.” 

The Lord Mayor of Belfast (Councillor 
Jj. H. Norritt, j.p., F.c.1s.), responding, 
appealed for support for the King George 
VI Memorial Fund, saying that the 
response had not yet come up to the 
Belfast standard. It was a contribution to 
the memory of a great and loved Sovereign. 

The Recorder of Belfast, His Honour 
Judge B. J. Fox, Q.c., proposed the toast 
of The Society of Incorporated Accountants. 
He said it was one of the leading bodies in 
the country, and it was accepted that 
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Incorporated Accountants were not only 
highly efficient but that they had a reputa- 
tion for a high standard of professional 
conduct. The accountant had two duties— 
to his client and to the community. 

He could not help being struck by their 
patience in Court and by the considerate 
way and nice manner in which they 
presented their cases; indeed he would say 
that even experienced counsel could not 


make more of a bad case than the 
accountants. (Laughter). 
Mr. C. Percy’ Barrowcliff, F.s.A.a. 


(President of the Society of Incorporated 
\ccountants), in reply, said it was a great 
pleasure to be the guest of the District 
Society of Northern Ireland. The Council 
was grateful for the great work carried out 
by them all, and especially by their 
President, Mr. Harold Bell, and the 
secretary, Mr. Neely. He was glad also to 
see there Mr. Lewis, the President of the 
Irish Branch, and Mr. John Love, its 
indefatigable secretary, together with Mr. 
Mervyn Bell, the President of the Branch 
at the time of the wonderful Conference in 
Dublin in 1951. 


His Honour had proposed the toast of the 
Society in most graceful terms. The law 
and accountancy had much in common, 
and they therefore appreciated the tribute 
paid by a distinguished lawyer. 

They were proud of their profession 
and the contribution it made to the 
ordered economy of a country. Most 
people agreed that it carried out indis- 
pensable work in the field of auditing. 
At the same time, professional accountants 
had exceptional understanding of the 
technique and the practice of business 
which enabled them to advise on many 
matters of practical business concern. 
When they saw practically all businesses 
being undermined and damaged by one 
particular cause, then he suggested it was 
their duty to say so. He referred to the 
great harm which was being done by the 
present penal rate of taxation. 


It might be asked how taxation was doing 
this serious harm. In the first place, 
maintenance, consolidation and modernisa- 
tion of a business was a vital necessity for 
survival, but the required funds were being 
diverted from these essential purposes to 
meet taxation demands. In the second 
place, funds must be available for business 
improvements and extensions to maintain 
and extend Britain’s position in world 
markets. Otherwise undertakings in other 
countries with ample capital resources would 
leave them far behind. This must involve a 
decline in business and also in employment. 
Therefore, taxation should be at such a rate 
as would enable capital to be accumulated 
for these business purposes. 
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Substantial relief was required, and by 
that he meant a reduction of income tax 
in the region of 2s. 6d. in the £. Desperate 
situations needed desperate remedies, and 
despite all the possible objections to such a 
reduction, he submitted that the end would 
justify the means. There had been some 
surprise that such a figure should be 
indicated, but the Chancellor’s demands for 
1952-53 gave him an estimated surplus of 
£430 million, which actually represented 
more than 2s. in the £. There was food 
for serious thought in this item alone when 
it was realised how much damage that 2s. 
was doing. | 


He further suggested that the present 
load of administration costs, both national 
and local, needed to be severely pruned. 
There was urgent need for some independent 
and outside investigation into the whole 
problem. For example, there were 23,836 
persons still employed in the Ministry of 
Food. At an average of £6 per week, that 
came to £7°5 million a year, not including 
office and other expenses. Other depart- 
ments showed a similar state of affairs. 
Then what of the health service with its 
heavy cost on the national purse? No one 
suggested cutting down the social services, 
but they did urge that money should be 
wisely and economically spent, and there 
could be few people who were satisfied on 
that point. And what of the nationalised 
industries ? 

There was ample evidence of extravagant 
administration, especially in departments 
started since the beginning of the war or 
extensively enlarged to meet emergency 
conditions. Any business man would at the 
earliest opportunity review the administra- 
tion of any department set up hastily and he 
would expect that drastic overhauling would 
be necessary. Then why should an 
independent inquiry into all these large- 
scale administration costs be considered 
unnecessary? It would appear to be just 
a matter of plain common sense. He hoped 
they would all help in rousing public 
opinion to the point when the demand for 
an independent inquiry would have to be 
met. 


The Chairman presented to Mr. Bertram 
Nelson, F.S.A.A. (Vice-President of the 
Society of Incorporated Accountants) a 
Vice-President’s badge of office. This was a 
gift from the Northern Ireland Society to 
the parent Society. 


Mr. H. V. Kirk, B.com.sc., F.S.A.A., 
proposed the health of the guests, extending 
cordial greetings to the ladies and paying 
special tribute to Professor F. H. Newark, 
B.C.L., M.A., Professor of Jurisprudence at the 
Queen’s University, Belfast, and Sir William 
Scott, c.B.E.; of the Northern Ireland 
Government, who both responded. 
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Mr. K. E. C, Bunce, F.s.A.A. (President ¢ 
the Incorporated Accountants’ Distriq 


Society of Devon and Cornwall) presiduil” wl 
at a dinner given by the District Society y ecoun! 
the Grand Hotel, Plymouth, on Novemby, gn 

28. ig 
Mr. F. R. Balme, .s.4.A., of Trun jusal 
i rinciple 


proposed the toast of “The City 
Plymouth.” He said that it was a city fy 
which all Cornishmen felt a real affection, 
It was their mecca for football, shopping and 
entertainment, and improved communica. 
tions would be of material benefit. 

The Lord Mayor of Plymouth (Aldermay 
H. E. Wright), in response, said it would be 
a long time before the Tamar Road bridge 
scheme matured. But when it did, the idea 
of Plymouth as the gateway to Cornwall 
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would call for a Cornish contribution” ey 
The accountancy profession today wa iat 
working in the right direction; th ey 
accountant did not merely present af ‘ 
balance sheet—he also pointed out an ane 
industry’s weaknesses, and helped it to — 
achieve the highest degree of efficiency. form 
Mr. L. Barford (President of the Associa. fq !2°¢ 
tion of H.M. Inspectors of Taxes), ing’ 
proposing the toast of “The Society of physica 
Incorporated Accountants” said that he and sin 
always suffered from a feeling of inferiority hilure t 
when facing an accountant. After many fq" of 
hours of struggling with the more comple fa" Go 
sections of the Finance Act, 1952, and’? ‘ 
extracting some glimmering of meaning, ar two, 
he had been shaken to meet one of the jg’ ° 
accountancy brethren who had compre could s 
hended the whole in a single flash. re 0 
(Laughter). ~ n 


Inspectors were wont to regard themselves 


as the pivots of the taxation machine. wl 
They were aware that the accountants naw 
thought that they themselves were. Both “a 
were wrong. The credit for the fact that the oe 
world’s most complex taxation system was =~ 
the world’s most successfully administered am 
lay with the British taxpayer, whose" 
honesty, despite the stories heard abou! On | 
evasion, was a miracle of modern civilisation. Americ 
Why was this so? First, the taxpayer "4 f 
believed that in entrusting his affairs to the with A 
accountant, he got an advocate who could re 
find the truth and make a fair presentation. een 
Secondly, he believed he got from the sould 
inspector an honest, square, common-senst family 
deal which he could accept. Taxation wa a 
still by consent—the consent of the taj °™ 
payer. In America they saw that suspicion “YS 
of corruption in the revenue system could Hj": 
shake the Administration; suspicion ws | 
corruption in the collection system could a 
imperil the government of France. a , 
In the past generation and a half there - 
had been built up a series of accountancy ws 2 


principles which worked on the premise of4 
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,bilised currency. They were living in 
wys of an inflated currency. The old 
inciples would not do any longer—stock, 
jation of physical assets, capital allow- 
es and so on were problems which called 
bp new ones. The remedy lay with the 
countants, who could not fail to have 
sognised that both Parliament and the 
igh Court were loth to the point of 
ysal to disturb the accepted accountancy 
principles. 

Mr. Bertram Nelson, F.s.a.a. (Vice- 
resident of The Society of Incorporated 
ountants), replying, spoke of the happy 
rinership Which existed between 
spectors of Taxes and the accountancy 
Lofession, and acknowledged the work 
hich was being carried out by the Devon 
bod Cornwall Society. 

He hoped the recently established Stamp- 

Martin Chair of Accounting would promote 
he unity of the profession. He hoped, too, 
hat it would lead to new methods of 
"ucation—the profession’s existing methods 
weeded review—and to a fuller use of 
xcountancy techniques. The national 
kcounts had been recast in double entry 
form with remarkable results. 
The development of the nation’s economic 
stem, already held back in recent years by 
physical limitations, was now under a new 
ad sinister limitation—the results of the 
ailure to save. Whereas in America 24 per 
eit. of the national income was taken by 
ihe Government, in Britain the figure was 
per cent. This was not a matter of a year 
ow two, with hope of relief; it had been 
ning on for a long time, and as far as they 
wuld see at present there was not much 
hope of reduction. _ Moreover, the banks 
were nearly at the end of their ability to 
nd. Yet this was a time when industry 
wght to be putting aside large sums for 
apital development to meet the intense 
competition which would be coming from 
werseas. They could not look for much 
reduction of taxation without increased 
production, mor increased production 
without reduction of taxation. 

On the suggestion of the introduction of 
American capital, he thought there was a 
ued for an industrial bank of a new type 
with American capital behind it; but if the 
country were insolvent they could not 
pect American money. Investigations 
thould continue, too, into the fate of the 
amily business, in danger of being taxed 
out of existence. 

But until they recognised the failure to 
‘ave, the country would go from bad to 
worse. In the past four years they had had 
tee major crises. ‘The margin between 
doom and safety was quite small—a 5 per 
‘nt. increase in production or a 5 per cent. 
eduction in consumption would save them. 

Mr. Nelson suggested that one year was 
00 short a period for a Budget. He hoped 


that the Chancellor of the Exchequer would 
tackle the next one on a three-year basis and 
take the opportunity to start a series of 
experiments in the direction of reducing 
taxation on risk capital and earned income, 
with the assurance that if the experiments 
were successful, they would be continued. 

The toast of “‘ The Guests ’’ was proposed 
by Mr. K. E. C. Budge, F.s.a.a. (President 
of the District Society), and responses were 
made by Mr. J. S. Phillips, r.c.a., chairman 
of the Exeter and District branch of the 
Bristol and West of England Society of 
Chartered Accountants, and Mr. E. Vosper, 
President of the Incorporated Law Society 
of Plymouth. 


THE LIBRARY OF THE SOCIETY 


THE LIBRARY AT INCORPORATED 
Accountants’ Hall, with its oak-panelled 
ceilings and walls and mullioned windows, 
is one of the most attractive in London. 
At present it contains about 5,000 volumes. 
catalogued on a card system by authors 
and subjects. It is open for the use 
of Incorporated Accountants and students 
preparing for the Society’s examinations. 
Books may be borrowed by personal 
application or by the application of a duly 
authorised representative, or upon postal 
request. Most volumes are available for 
borrowing, but there is also a Reference 
Section comprising the larger and serial 
works of reference, and books of special 
interest or of particular value, which can be 
consulted but necessarily cannot be lent. 


Following the completion of the restora- 


tion of the Hall in May, 1951, the Council 
of the Society resolved to place responsibility 
for the administration of the library in the 
hands of a small committee—the first 
Library Committee. Rebuilding had 
reduced the capacity of the library by one- 
third, so that at its first meeting, the com- 
mittee gave authority for the disposal and 
rearrangement of books; this was carried 
out voluntarily in the evenings by a group 
of London members who examined every 
book. At the same time, new library 
regulations were brought into force and a 
copy of these now appears on the back 
inside cover of each book. A policy regard- 
ing the type and number of books to be 
purchased had then to be formulated, as it 
is admittedly difficult to satisfy the criteria 
of a professional library. 

The committee considers that the function 
of the library should be the provision of 
sources of information on professional and 
cognate subjects and a_ repository of 
published records of the profession and of 


books relating to the history and develop- 
ment of its techniques and organisation, 
both at home and abroad. It is intended 
to supplement, rather than take the place, 
of books likely to be owned by the 
accountant himself—particularly those in 
constant use. Thus it can reasonably cover 
books for short-period use and _ books 
(usually expensive) needed for consultation 
from time to time or for specialised study. 
At the same time, owing to restriction of 
space, books which are only of primary 
interest to students have had to be purchased 
in reducing numbers in order to offer the 
maximum available facilities to members. 

The library thus endeavours to hold most 
books published in this country on account- 
ancy, auditing, taxation, costing, etc., and 
on those legal subjects with which the 
accountant may be concerned, together with 
a representative selection of books of a 
similar nature published abroad. Books 
covering the structure and organisation 
of business, industry and finance, and 
economic literature, together with 
appropriate annuals, directories, British and 
foreign periodicals and Government 
publications are also available. Volumes 
of historical interest, the earliest of which is 
dated 1551, are held in the Reference 
Section. 

The Society has taken advantage of the 
inter-library system by which members and 
students may obtain access to books not 
included in the Society’s own library. The 
Society’s library has these arrangements 
with the Management Library and with the 
National Central Library. It has also an 
arrangement with Aslib. Aslib purports to 
be an information centre rather than a 
library, although it will supply books on 
librarianship on direct loan. Where 
literature on other subjects is concerned, 
however, it can often assist subscribers to 
borrow books from libraries probably not 
directly open to them, but from which 
Aslib can obtain facilities. | Aslib also 
maintains a copying service under which 
it is possible for a document to be located, 
copyright formalities cleared and a micro- 
film or photocopy provided. 

Works in the various fields of management 
of business, trades and industries are among 
the special functions of the Management 
Library. The Society may borrow books 
on behalf of members, or when duly 
authorised they may apply direct to the 
Management Library at 117, Kingsway, 
W.C.2. 

So extensive is the system of library 
relationship, that the National Central 
Library, Malet Place, London, W.C.1, 
offers a gratuitous service to any responsible 
person in this country by obtaining on loan 


‘ almost any non-fiction book and even certain 


books of fiction. For this service, a member 
of the Society may apply to the Society’s 
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library or to his local public library as 
may be convenient. 

On the average, about 325 volumes are 
borrowed from the library every month 
and of these just under 20 per cent. are issued 
by post. About one-quarter of the books 
borrowed are on taxation; of the remainder 
the majority are on accounting and book- 
keeping, and more particularly on costing. 
The works on book-keeping are used mainly 
by students. Law reports and books on 
taxation are increasingly borrowed by 
practitioners: works on the Excess Profits 
Levy, and volumes of the Tax Cases are 
especially popular. 

Despite the reorganisation of the library 
so far effected, there remain several ideas to 
be considered and much work to be done. 
There is naturally an urgent need for an 
up-to-date printed catalogue to succeed the 
earlier catalogue of 1939. Further progress 
with reorganisation and restocking, how- 
ever, must be made before the prepara- 
tion of an effective printed catalogue can be 
undertaken. The Library Committee also 
desires to extend some of the existing 
sections, and an examination of possible 
improvements is now proceeding. It may be 
recorded that the Council of the Society 
made a special grant of £750 this year for 
library purposes. The average annual 
expenditure before the war was £158. 

Much help has already been given by an 
exchange of information, catalogues and 
ideas with librarians of overseas accountancy 
bodies. Lists of new books which they and 
the Society’s librarian consider to be of 
mutual interest are periodically prepared 
and exchanged. The American Institute of 
Accountants has given valuable information 
from time to time, and the National 
Association of Cost Accountants (New 
York) has been kind enough to furnish the 
Society with a comprehensive list of books 
suitable for equipping a Management 
Accounting Library. 

The Council would welcome increased 
use of the library and its ancillary services, 
and any further facilities which members 
deem desirable would have the sympathetic 
and practical consideration of the Library 
Committee. Any proposal or recom- 
mendation can be put in the suggestions 
book, which is placed in the library. At 
the same time, gifts of books which may not 
now be required by members will be 
appreciated. 


DISTRICT SOCIETIES 


SHEFFIELD 
THE ANNUAL MEETING OF THE INCORPORATED 
Accountants’ District Society of Sheffield 
was held at the Grand Hotel, Sheffield, on 
November 26. Mr. W. H. Higginbotham, 
F.S.A.A., presided. 
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The report and accounts were approved. 
Mr. W. H. Higginbotham, F.s.a.a., was 
re-elected President for the coming year 
with Mr. Walter E. Moore, F.s.A.A., as Vice- 
President. The retiring members of the 
Committee were re-elected and Mr. Jarvis 
D. Barber, F.c.A., F.S.A.A., was elected to fill 
the vacancy caused by the retirement of 
Mr. J. M. Drummond, A.s.a.A. Mr. Arnold 
Graves, F.s.A.A., was re-elected auditor and 
thanked for his services in that capacity 
since 1935. 

The Hon. Secretary and Treasurer, Mr. 
J. W. Richardson, F.s.A.A., was re-elected 
and thanked for his past services. Mr. C. H. 
Kershaw, F.s.A.A., was appointed Assistant 
Secretary. 

It was reported that the Students’ Section 
had elected Mr. A. McQuater and Mr. 
M. H. Newton as representatives on the 
District Society’s committee, and that they 
had arranged a lecture for December 1, 
entitled ‘“ The History of the Cutlers’ 
Company in Hallamshire.” 


WEST OF ENGLAND 


Tue ComMITTEE OF THE West OF ENGLAND 
District Society held a successful meeting on 
December 3, with qualified members and 
students in the Swindon area. An open 
discussion was held on various matters, 
particularly on local activities in Swindon. 
A sub-committee was formed, consisting of 
Mr. R. Davis, Mr. E. Eckersley, Mr. H. W. 
Inglis, Mr. P. K. Pitt, and Mr. D. J. Davis 
(student), 

A luncheon was held. after the mecting. 


LONDON STUDENTS’ SOCIETY 
PRE-EXAMINATION COURSES 


Separate pre-examination courses for Inter- 
mediate and Final candidates will be held 
at Ashridge College, Berkhamsted, in April, 
1953. The courses will run concurrently 
from Friday, April 24, to Wednesday, April 
29. 

Lectures relating to Part I of the Final 
Examination will be confined to the first 
half of the course, and lectures relating to 
Part II will be delivered during the second 
half. 

Application forms will be sent to all mem- 
bers of the London Students’ Society in 
February, but members of other students’ 
societies who wish to attend should apply to 
the hon. secretary of their District Society 
for the appropriate application form. 


EVENTS OF THE MONTH 


January 6.—Bournemouth: ‘“‘ Economics,” by 
Mr. A. R. Tlersic, 8.com. St. Peter’s (small) Hail, 
Hinton Road, at 6.30 p.m. 


January 7.—.Nottingham: ‘‘ Group Accounts” 
by Mr. A. E. Langton, LL.B., F.C.A., Fs.44 
The Reform Club, Victoria Street, at 6.30 pn, 
Southampton: “ Economics,” by Mr. A, R 
llersic, B.cOM. 


January 8.—Ox/ford: Lecture to be arranged, 
Students’ meeting. George Restaurant, Georg 
Street, at 6.30 p.m. , 
Portsmouth: “ Economics,” by Mr. A. R. Tlersic. 
B.COM. 

Preston: “‘ Deeds of Arrangement and Privat 
Arrangements in Practice,” by Mr. Arthur T. 
Eaves, F.C.A., F.S.A.A. Preston and Count 
Catholic Club, Winckley Square, at 7.30 p.n, 


January 9.—Birmingham: “ Export Finance,” 
by Mr. W. E. Dawson, A.1.B., M.1LEX., of Bar. 
clays Bank, Ltd., Birmingham Foreign Branch, 
Law Library, Temple Street, at 6.15 p.m, 

Leeds: Dinner dance. Queen’s Hotel, at 7,3 


p.m. 
Manchester: ‘‘ Economics,’’ by Mr. D. Walker, 
M.A. Incorporated Accountants’ Hall, go, 
Deansgate, at 6.30 p.m. 

Manchester: ‘‘ Income Tax,” by Mr. N. D. B. 
Robinson, M.B.E., A.S.A.A. Intermediate 
Students’ meeting. Estate Exchange, Fountain 
Street, at 6.30 p.m. 

Shrewsbury: “ Presentation of Informative 
Accounts,” by Mr. R. Glynne Williams, r.c.a, 
F.T.1.1. Raven Hotel, at 6.30 p.m. 
Waterford: “‘ Some Points in Income Tax,” by 
Mr. L. de Barra, Inspector of Taxes, Waterford, 
Students’ meeting. Offices of Messrs. A. W. 
Deevy & Co., at 8 p.m. 


January 12.—Leicester: “* The ~ Technique of 
Back Duty Investigation,’’ by Mr. J. W. Walk- 
den, A.C.A., A.S.A.A. Bell Hotel, at 6 p.m. . 
Sheffield: ‘“‘ The Finance Act, 1952,’’ by Mr. 
L. A. Hall, A.c.a., A.s.A.A. Law Society Rooms, 
Campo Lane, at 6.30 p.m. 


January 13.—Dublin: ‘“ Audit of Company 
Accounts,”’ by Mr. Michael MacCormac, ™.a., 
A.A.c.c.A. Students’ meeting. Jury’s Hotel, 
Dame Street, at 6.15 p.m. 

Leeds: “‘ Money, Banking and Finance,”’ by Mr. 
C. L. Lawton, M.sc.(ECON.), LL.M., Barrister-at- 
Law. Hotel Metropole, King Street, at 6.13 
p-m. 

Norwich: “ Auditing,” by Mr. W. W. Bigs, 
F.C.A., F.S.A.A. Royal Hotel, at 7 p.m. 


January 15.—Newcastle upon Tyne: “ Back 
Duty Investigation,’ by Mr. J. W. Walkden, 
A.C.A., A.S.A.A. The Library, 52, Grainger 
Street, at 6.15 p.m. 


January 16.—Birmingham: “ Estate Duty,” by 
Mr. J. A. Jackson, F.s.a.A. Law _ Library, 
Temple Street, at 6.15 p.m. 

Brighton: Dinner. Royal Pavilion. 

Hull: Students’ Ten Minute Papers. Prizes 
from the A. H. Crumpton Prize Fund. Students 
meeting. Church Institute, Albion Street, at 
6.15 p.m. 

Hull : Professional Students’ Societies joit' 
dance. 

Manchester: “ Economics,” by Mr. D. Walke', 
m.A. Incorporated Accountants’ Hall, 9. 
Deansgate, at 6.30 p.m. 

Manchester: ““ Income Tax,” by Mr. N. D. 5. 
Robinson, M.B.E.,  A.S.A.A. Intermediat 
students’ meeting. Estate Exchange, Fountai 
Street, at 6.30 p.m. 
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Swansea: “ Negotiable Instruments,” by Mr. 
jenkin Jones, Barrister-at-Law. Mackworth 
Hotel, High Street, at 6.45 p.m. 


January 20.—Dublin: “Income Tax Prob- 
ems,” by Mr. G. Wheeler, A.c.A., A.C.Ls. 
students’ meeting. Jury’s Hotel, Dame Street, 
at 6.15 p-ti- 

Dudley: Discussion Group, “‘ Executorship Law 
and Accounts.” Dudley and Staffordshire 
fechnical College, The Broadway, at 7 p.m. 
Middlesbrough: “* Auditing,”” by Mr. A. E. 
Langton, LL.B., F.C.A., F.8.A.A. Café Royal, 
linthorpe Road, at 6.30 p.m. 


January 21.—Bradford: “ Taxation for Inter- 
mediate Students,” by Mr. J. S. Heaton, 
rsA.A. Liberal Club, Bank Street, at 6.15 p.m. 
Vawcastle upon Tyne: “‘Executorship Accounts,” 
w Mr. A. E. Langton, Lu.B., F.C.A., F.S.A.A. 
The Library, 52, Grainger Street, at 6.15 p.m. 


January 22.—Coventry: ‘* Taxation,” by Mr. 
|. J. Northcott, F.c.A., Hare and Squirrel, 
Cheylesmore, at 6.30 p.m. 


January 23.—Birmingham: ** Executorship Law 
ad Accounts,”” by Mr. L. J. Northcott, F.c.a. 
law Library, Temple Street, at 6.15 p.m. 
Hanley: “* What Economists are Thinking To- 
lay,” by Professor A. N. Shimmin, c.8.£. ‘Town 
Hall, at 6.30 p.m, 

leicester: ‘* Executorship—Apportionments,”’ by 
Mr. V. S. Hockley, B.com., c.A. Students’ meet- 
ing. Bell Hotel, Humberstone Gate, at 6.15 


p.m. 

Manchester: “* The Finance Act, 1952 (except 
Excess Profits Levy),”’ -by Mr. J. S. Heaton, 
‘SAA. Joint Meeting with Manchester Society 
of Chartered Accountants. Incorporated 
Accountants’ Hall, 90, Deansgate, at 6 p.m. 
Waterford: ** City Finance,’’ by Mr. Dowling, 
City Finance Officer. Students’ meeting. 
Offices of Messrs. W. A. Deevy & Co., at 8 p.m. 
Wolverhampton: ** Profits ‘Tax,’ by Mr. L. A. 
Hall, A.c.A., A.S.A.A. Molineux Hotel, North 
Street, at 6.15 p.m. 

January 24.—Belfast: Rugby Football. 
ast Students 7. Dublin Students. 

January 26.—London: “Some Problems in 
the Life of an Auditor.” by Mr. A. C. 
‘mmonds, ¥.8.A.A. Incorporated Accountants’ 
Hall, at 6 p.m. 


January 27.—Bournemouth: “* Law of ‘Trusts,”’ 
ty Mr. C. L. Lawton, M.sc.(gcon.) St. Peter’s 
mall) Hall, Hinton Road, at 6.30 p.m. 
Bradford: ** Elements of English Law,” by Mr. 
!. W. South, B.A., Barrister-at-Law. Liberal 
Club, Bank Street, at 6.15 p.m. 

leds: “ Costing Methods,’ by Mr. F. M. W. 
Hird, r.c.w.A. Hotel Metropole, King Street, 
at 6.15 p.m. 

January 28.—Southampton: ** Law of Trusts,” 
ty Mr. C. L. Lawton, M.sc.(Econ.). 

January 29.—Northampton: “ Excess Profits 
levy,” by Mr. J. S. Heaton, F.s.a.a. Plough 
Hotel, Bridge Street, at 7 p.m. 

Portsmouth: “Law of Trusts,” by Mr. CG. L. 
lawton, M.SG.(ECON.). 

wansea: ** Economics,” by Professor E. Victor 
Morgan, M.a. Students’ meeting. Central 
Public Library, Alexandra Road, at 6.45 p.m. 
January 30.—Birmingham : “ Partnership Law,” 
ty Mr. C. L. Lawton. Law Library, Temple 


Mreet, at 6.15 p.m. 


Bel- 


Brighton: “* Executorship Law and Accounts,” 
by Mr. R. Glynne Williams, F.c.A.,_ F.T.1.1. 
Royal Pavilion, at 7 p.m. 

Bristol: “ Flotation and Prospectuses,” by Mr. 
C. R. Curtis, PH.D., M.sc.(ECON.),  F.C.1.s. 
Students’ meeting. Royal Hotel, at 6.30 p.m. 
Manchester: ‘‘ Income Tax,’ by Mr. N. D. B. 
Robinson, M.B.E.,  A.S.A.A. Intermediate 
students’ meeting. Incorporated Accountants’ 
Hall, 90, Deansgate, at 6.30 p.m. 


February 2.—Leicester: “‘ Excess Profits Levy,” 
by Mr. Roderick Watson, Barrister-at-Law. 
Bell Hotel, at 6 p.m. 


February 3.—Birmingham: Dance. 
Gardens, Edgbaston. 

Preston: ** Some Aspects of Auditing,’’ by Mr. 
W. W. Bigg, F.c.A., F.s.A.A. Preston and County 
Catholic Club, Winckley Square, at 7.30 p.m. 
February 4.—Bradford: ‘* Reconstruction 
Schemes with Practical Examples,’ by Mr. 
W. W. Bigg, F.c.a., F.s.A.A. Liberal Club, Bank 
Street, at 6.15 p.m. 

Dublin: *“‘ C.P.T.,”? by Mr. R. Baskin, F.s.A.A. 
Students’ meeting. Jury’s Hotel, Dame Street, 
at 6.15 p.m. 

Leicester: ‘*‘ Integrated Accounts,” by Mr. J. P. 
Wilson, F.c.w.A., A.c.1.s. (Arranged in conjunc- 
tion with the Institute of Cost and Works 
Accountants). 
Humberstone Gate, at 6.15 p.m. 


February 5.—Oxford: ‘‘ Depreciation—based 
on cost or replacement values? ’’ by Mr. A. C. 
Simmonds, F.s.A.A. Students’ meeting. George 
Restaurant, George Street, at 6.30 p.m. 
February 6.—Birmingham: “The Genesis, 
Nature and Mechanism of the Sterling Area,”’ 
by Mr. G. R. Wightman, B.sc.(Econ.). Joint 
meeting. Chamber of Commerce, New Street, 
at 6.30 p.m. 

Hull: “Income Tax Claims,’ by Mr. J. 5S. 
Heaton, ¥.s.A.A. Students’ meeting. Church 
Institute, Albion Street, at 6.15 p.m. 


Botanical 


EXAMINATIONS, MA? 1953 


Tue Socrery’s EXAMINATIONS WILL BE HELD 

on the following dates: 

May 12 and 13, 1953. 
Intermediate: May 14 and 15, 1953- 
Final; Part 1 May 12 and 13, 1953. 

Part Il May 14 and 15, 1953. 

The centres will be Belfast, Birmingham, 
Cardiff, Dublin, Glasgow, Leeds, Liverpool, 
London, Manchester and Newcastle upon 
Tyne. 

Completed applications, together with all 
the relevant supporting documents and the 
fee (Final Part I £3 3s., Part II £3 3s.; 
Parts I and II together £5 5s.; Intermedi- 
ate £4 48.; Preliminary £3 3s.), must 
reach the Secretary, Incorporated Accoun- 


Preliminary: 


tants’ Hall, Temple Place, Victoria Em- 


bankment, London, W.C.2, not later than 
Monday, March 16, 1953. 
Candidates are asked to obtain applica- 


Students’ meeting. Bell Hotel, 


tion forms from the Honorary Secretary of 
their Branch or District Society. 

It has been decided that, commencing 
with .the May 1953 Examinations, the 
Preliminary Examination will be held on 
the Tuesday and Wednesday of the 
examination week and not on the Thursday 
and Friday as hitherto. 


REGISTRATION OF BYE-LAW 
CANDIDATES 
As FROM JULY I, 1953, A CANDIDATE WHO 
decides to seek admission to the examina- 
tions under Bye-law 10 must make applica- 
tion to the Society for registration as a 
Bye-law candidate. An application for 
registration will not be accepted until the 
candidate has reached the age of 174 years 
and has passed or obtained exemption from 
the Preliminary Examination. 
Registration by itself will not give an 
automatic right of admission to the exami- 
nations, and a Bye-law candidate will not 
be permitted to sit for the examinations 
until he has completed the following periods 
of continuous and approved practical 
training since the date of registration: 


Intermediate 3 years 
Final; PartI ... me .. § years 
Part II or PartsI and II together 6 years 


In the case of graduates of any of the 
recognised universities in the United King- 
dom of Great Britain and Northern Ireland, 
amd in Eire, the Council may, at itsdiscretion, 
reduce the training periods specified above 
by not more than two years. 

An application for registration as a Bye- 
law candidate must be accompanied by a 
certificate of service from the employer 
stating the duration of the applicant’s 
service and the nature of his duties. 

Subsequent applications to sit for the 
Intermediate and Fina] Examinations must 
also be accompanied by certificates of service 
from the employer which should include the 
duration of service, nature of experience to 
date, and confirmation that the application 
has the employer’s support. 

A Bye-law candidate will be required to 
notify the Society of every change in 
employment during his qualifying service. 
Continuance of registration will be depen- 
dent upon the Council being satisfied that 
the candidate is receiving training in 
accordance with the requirements of the 
Society, and any candidate may apply to 
the Society in order to assure himself in 
advance that any proposed change in 
employment will not affect registration. 

Accountancy clerks who wish to proceed 
to the Society’s Examinations but who have 
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not as yet either sat for or made application 
for exemption from the Preliminary Exami- 
nation are advised to do so before July 1, 
1953. Failure to do so will nullify any 
previous service in the profession for the 
purpose of calculating the six years’ service 
required under the Bye-laws. 


MEMBERSHIP 


‘THE FOLLOWING PROMOTIONS IN, AND ADDITIONS 
to, the membership of the Society have been 
completed during the period September 11, 
1952, to December 11, 1952. 


ASSOCIATES TO FELLOWS 

Aryar, Shankar Arjun, B.a. (K. S. Aiyar & Co.), Bombay. 
Bacu, Henry (Henry Bach .) London. Brewster, 
Sydney Pentelow (Castleton Elliott & Co.), Takoradi. 
Cuuss, Geoffrey Walter Ashton (Goldby, Panchaud & 
Webber), Johannesburg. Craven, Ronald William (A. E. 
Smith, Craven Co.), Doncaster. DeLaney, Albert Linton 
(Davidson & Niemeyer), Pretoria. E>nwarps, Maurice Alfred 
(Edwards & Edwards), Dorchester. FAIRBAIRN, Walter John 
Gerson, Professor of Accounting, University of Natal, Dur- 
ban. Focc, Richard James ‘Albert (Morgan, Back @ Co.), 
London. FRAME, anges McLean (A. Macdonald & Co.), 
Hull. Gunn, John An; gus Lancaster, Sydney. Harrison, 
Charles Elon, Accountant, Wales Monmouthshire 
Industrial Estates, Ltd., Pontypridd. Horserte.p, 
nald, Manchester. Lake, Norman Ross (Deloitte, Pade 
Griffiths, Annan & Co.), Johannesburg. Pottocx, John 
Brunton Me eae Pollock), Pretoria. WAppincTon, Lionel 

rdon Frushard (Watson, Waddington Sharp), Doncaster. 
Wapman, Albert Edward, London. Wurre, Arthur Ian 
Geoffrey (Arthur M. White & Son), Newcastle upon Tyne 


ASSOCIATES 

ANGELONI, Hernando Laurence, with Landau, Morley & 
Scott, London. Bett, Christopher, with Stevenson, 
Chapman & Co. London. Bercer, Otto Ernst, Sydney. 
Brinces, Graham Albert, with Rabjohns, Leopard & Co., 
Worcester. Corrretp, John Archer, with Allen, Baldry, 
Holman & Best, London. Futier, Stewart Alfred, 
Borough Treasurer’s Department, Maidstone. GErELING, 
Kenneth Lewis Granville, with Wolpert & Abrahams, 
Durban. GrREENWoopD, James Merewyn, Sydney. Harris, 
Stanley Warrington, with Lithgow, Nelson & Co., 
London. Hawruorne, Clarence Stewart, Sydney. HEARN, 
John Robert, with Francis F. King & Son, London. 
Hiaes, Geoffrey Nicholson, Sydney. HoLttoway, Kenneth 
Yuill, with H. E. Mattinson & Partners, Durban. Hosk- 
inG, Bruce Henry, with Halsey, Button & Perry, Durban. 
Huso, Jan Hendrik, with Stewart, Steyn & Co., Johan- 
nesburg. JoHNsTONE, Alan, with Deloitte, Plender, Griffiths, 
Annan & Co., Johannesburg. Lazarus, Ralph Leonard, 
with Harry Baker & Co., Cape Town. Macautay, Neil 
John, with Smith, Blyth & Co., London. McCarry, 
Gerald Francis, with R. Stephens & Co., Dublin. McKay, 
Donald Frederick, formerly with Douglas, Low & Co., 
Johannesburg. MALLINsON, Stuart, with W. H. Sands, 
Leeds. Meap, Colin (Lawler, Hooper @ Co.), oe Ae 
Mirra, Salil Kumar, B.sc., formerly with G. Basu & Co.. 
Calcutta. NIeLsen, Norman Valdemar Schaldemose, with 
Cooper Brothers & Co., London. O’Nett, Richard 
Soaend, Sydney. Rerrim, Gordon Trasler, with Charles 

F. Beer & Co., Leeds. Rispaze, Keith Henry, with Baker 
& Co., Northampton. Roserts, Kenneth Thomas, with 
Dixon, Wilson, Tubbs & Gillett, London. Sertue, 
John Laurence, with F. Cawson, Webster & Co., 
Liverpool. Smrru, Geoffrey Frank Malcolm, with Stephen- 
son, Smart & Co., Peterborough. STADDON, John Nigel, 
with Keens, Shay, Keens & Co., London. Simpson, Allen 
Stuart, Sydney. Sykes, Fred, with Armitage & Norton, 
Huddersfield. Tara, Yazed Homi, B.coM., formerly with 
S. B. Billimoria & Co., Bombay. TENNICK, William Her- 
bert, with Wol — & Abrahams, Durban. . THEBRIDGE, 
Alan Egbert (Chaplin, Hall @ Ce.), Coventry. Tomxkrns, 
Anthony Bernard, with Mayhew & Lawley, London. 
Varuey, Lyle Grafton, Sydney. Watson, Alan Frank, 
with Hollings, Crowe, Storr & Co., Otley. Wat SON, David 
Abram, with Pearse & Ryan, Johannesburg. 


PERSONAL NOTES 


Mr. J. Huxley, A.s.A.A., F.L.M.T.A., has 
taken up the appointment of Borough 
Treasurer of Haslingden. 


Mr. Peter Yardley, A.s.a.a., has been 
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admitted a member of the Ontario Institute 
of Chartered Accountants. 

Mr. C. W. King, a.s.a.a., has been 
appointed Borough Treasurer of Maiden- 
head. 

J. Embley Heap, Incorporated 
Accountant, has commenced public prac- 
tice at 26, Market Street, Heywood, Lancs. 

The partnership between Mr. John H. 
Smith, F.s.A.a., and Mr. Ernest Dolby, 
A.S.A.A., has been dissolved. Mr. Smith has 
taken into partnership Mr. Ronald Pugh, 
A.S.A.A., and the practice of Messrs. Smith, 
Dolby & Co., Incorporated Accountants, 
Keighley, is being continued by them. Mr. 
Dolby has taken up an appointment in 
Greece. 

Messrs. W. G. & D. G. Evans, Incorpor- 
ated Accountants, Cardiff and Barry, have 
opened a branch office at 2, James Street, 
Porthcawl. 

Mr. Bernard J. C. Buckle, A.s.a.A., has 
taken Mr. Dennis R. Fray, A.s.A.A., into 
partnership at 8, Havelock Road, Civic 
Centre, Southampton. The firm name is 
Bernard Buckle, Fray & Co. 

Mr. Kenneth T. Moore, A.s.A.A., has 
commenced practice at Midland Bank 
Chambers, 2, King Street, Luton, under the 
style of Kenneth T. Moore & Co., Incor- 
porated Accountants. 

Messrs. Hughes & Allen, Incorporated 
Accountants, London, W.1, announce that 
Mr. S. G. Prime, A.s.A.A., has been admit- 
ted as a partner. The firm name is un- 
changed. 

Messrs. Saffery, Sons & Co., Chartered 
Accountants, have admitted to partnership 
in their Margate practice Mr. S. C. Parlett, 
A.C.A., A.S.A.A., Who has been associated 
with them for fourteen years. 

Mr. J. A. Miles, A.s.A.A., has commenced 


- public practice at 93-94 Chancery Lane, 


London, W.C.2, under the style of J. A. 
Miles & Co., Incorporated Accountants. 


REMOVALS 


Messrs. Wilson, Bigg & Co., Chartered 
Accountants, have removed their offices to 
80a, Coleman Street, London, E.C.¢. 

Messrs. Maurice Goland & Co., Incor- 
porated Accountants, have removed to 146, 
Oxford Street, London, W.1. 

Messrs. A. J. Cooke & Co., Incorporated 
Accountants, have transferred their offices 
to 14, Harley Street, London, W.1. ’ 

The offices of H. Foulks Lynch & Co., 
Ltd., are now at 80a, Coleman Street, 
London, E.C.2. The telephone number is 
unchanged. 

Messrs. T. Harold Platts & Co., Incor- 
porated Accountants, announce a change of 


address to Windsor House, 49-50 althory 
Road, Edgbaston, Birmingham, i5. T}, 
firm name has been changed to Pla‘ts & (, 

Messrs. Wheawill & Sudworth, Charterej 
Accountants, who recently acquired th 
practice of the late Mr. William Clayton, 
F.S.A.A., have now removed the combined 
practices to one address at 19, Cavendish 
Road, Leeds, 1. 

Messrs. W. Rowlands Fry & So, 
Incorporated Accountants, have removed 
their City office to City Gate Hous 
39-45, Finsbury Square, London, F.C... 


OBITUARY 


GEORGE ASTLE 
We record with regret the sudden death, 
on November 22, of Mr. George Astle, 
F.S.A.A., senior partner in Messrs. R. R. 
France & Co., Incorporated Accountants, 
Leeds. He was 64 years of age. 

Mr. Astle was a member of the Commit 
tee of the Incorporated Accountant’ 
District Society of Yorkshire, and had been 
President of the District Society in 1936-37. 

He became a member of the Society in 
1920, taking Honours in the Final Exan- 
ination, and not long after was admitted to 
partnership in his firm. 

He was honorary treasurer of the Con- 
servative Association for Harehills Ward. 
and had been the ward’s representative on 
Leeds City Council from 1940 to 1945. 

The funeral service took place in &. 
Martin’s Church, Leeds, on November 2. 


Percy RATHBONE HAYEs 

We have learned with regret that Mr. 
Percy R. Hayes, F.s.A.A., senior partner in 
Messrs. Percy R. Hayes & Co., Incorporated 
Accountants, Wrexham, died on October 
18. He had been a member of the Society 
of Incorporated Accountants since 1924. 
when he was already in public practice a 
Wrexham. 


LEONARD WALTER CLAUDE PATERSON 
We regret to announce the death of Mr. 
L. C. Paterson, F.s.a.A., on November }, 
at the age of 75. Mr. Paterson was 4 
member of the Society of Incorporated 
Accountants in 1910. He was the senior 
partner in the firm of Wentworth Price, 
Gadsby & Co., of Cardiff; he had beet 
connected with the firm for over fifty yea® 
and had been a partner for upwards of thirt 
years. 

Although taking no part in public life 
he had, by his integrity, wise counsel an 
sound judgment, become the friend and 
adviser of a large circle of business people 
amongst whom he will be greatly 

The funeral service took place at te 
Crematorium, Glyn Taff, Pontypridd, 
November 8. 
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